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UNIVERSITY   EXTENSION    LECTURES, 

-1862.— 

Special  Course  in  Finance. 

""$  PROF.  EDMUND  J.  JAMES,  PH.D.,  of  the  Wharton  School  of  Finance 
and  Economy,  University  of  Pennsylvania,  and  President  of  the  American 
Society  for  the  Extension  of  University  Teaching,  has  kindly  arranged  for 
the  delivery  of  a  special  course  of  twelve  lectures  upon  "The  History  and 
Theory  of  Money"  (being  Part  I  of  a  course  on  "  Money  and  the  Mech- 
anism of  Exchange")  before  the  officers,  clerks,  and  others  of  the  banks 
and  financial  institutions  of  Philadelphia,  by 

SIDNEY   SHERWOOD,   Ph.D., 

Instructor^  the  Wharton  School.  Prominent  bankers  and  financiers  will 
be  invitedjo  deliver  addresses,  to  be  announced  during  the  course. 

Opening  Addresses  and  Reception. 

THE   COURSE   WILL   BE   OPENED   WITH    ADDRESSES    BY 

DR.   WILLIAM    PEPPER, 

Provost  of  the  UNIVERSITY  OF  PENNSYLVANIA, 

HON.  WILLIAM    L.  TRENHOLM, 

President  of  the  AMERICAN  SURETY  COMPANY,  of  New  York,  and  ex-Comptroller  of 

the  Currency, 

Hon.   EDWARD    S.   LACEY, 

Comptroller  of  the  Currency, 

and   MR.  JOSEPH  WHARTON, 

on  Wednesday  evening,  February  10,  at  8  o'clock,  in  the  Drawing-Room 
of  the  New  Century  Club,  Twelfth  and  Sansom  Streets,  to  be  followed 
by  a  Reception. 

The  lectures  will  be  delivered  every  Wednesday  evening  at  8  o'clock, 
beginning  February  17  and  continuing  until  May  4,  in  the  Lecture- 
Room,  Association  Hall,  Fifteenth  and  Chestnut  Streets.  The  syllabus 
may  be  obtained  at  the  lectures.  Each  lecture  will  be  followed  by  a  class 
exercise  or  conference. 

Tickets  for  the  entire  course  of  lectures,  to  be  delivered  under  the 
auspices  of  the  following  Patrons  (see  page  72),  one  dollar  each,  to  be 
obtained  of  the  Committee,  at  313  Chestnut  Street,  or  at  Association  Hall. 


OUTLINE  OF  THE  LECTURES. 


SIX  LECTURES  ON  THE  HISTORY  OF  MONEY. 

1.  MONEY  AND  CIVILIZATION 15 

Money  material.  What  man  uses  for  money.  Conclusions 
warranted  by  the  study  of  monetary  history.  Silver  and 
gold.  Why  they  are  the  universal  money.  Money  work. 
What  man  uses  money  for.  Money  as  the  universal 
transfer  medium. 

2.  COINS  AND  COINAGE 18 

Advantages  of  coinage.  Disadvantages.  Early  history  of 
coinage.  Debasement  of  coins.  Seigniorage.  Standard 
coins  and  "  tokens."  The  art  of  coinage. 

3.  PRODUCTION  OF  GOLD  AND  SILVER.    HISTORICAL  FLUCTUA- 

TIONS IN  THE  VALUE  OF  MONEY 23 

Gold  and  silver  before  the  Roman  Empire.  The  precious 
metals  under  the  Roman  Empire.  Precious  metals  in 
the  Middle  Ages.  The  silver  famine.  The  discovery  of 
America.  The  silver  age.  California  and  the  new  golden 
age.  The  world's  supply  of  gold  and  silver.  Questions 
for  discussion.  The  "  tabular"  or  "  multiple"  standard. 

4.  SUBSTITUTES  FOR  METALLIC  MONEY.    CREDIT-MONEY  AND 

CREDIT 26 

Origin  of  credit-money.  Gresham's  law  and  credit-money. 
Credit-substitutes  for  money.  Organization  of  credit. 
The  banking  system.  Development  of  the  banking  sys- 
tem. Deposit  and  check  system.  Clearing  houses. 

5.  THE  PLACE  OF  BANKS  IN  THE  MONEY  SYSTEM  AS  SHOWN  IN 

THE  HISTORY  OF  THE  BANK  OF  ENGLAND 30 

Founding  of  the  Bank  of  England.  The  banking  func- 
tions exercised  by  the  Bank  of  England.  The  bank  "  Re- 
striction" of  1797.  The  "Bullion  Report"  of  1810,  and 
resumption.  The  "Bank  Charter  Act"  of  1844.  The 
Bank  of  England  and  the  Government. 

6.  HISTORY  OF  AMERICAN  CURRENCY 34 

American  coinage.  Colonial  period.  Silver  period,  1792- 
1834.  Gold  period,  1834-78.  Don't-know-where-we- 
stand  period,  1878-92.  American  bank-notes.  Colo- 
nial period.  Free  banking  period.  National  Bank 

3 


period.  Government  paper  money.  Colonial  govern- 
ment issues.  Continental  Congress  period.  Treasury 
note  period.  "  Greenback,"  or  "  legal  tender"  period. 

SIX  LECTURES  ON  THE  THEORY  OF  MONEY. 

7.  HISTORY  OF  MONETARY  THEORIES , 40 

Nature  of  money.  Interest.  Oriental  ideas.  Grseco-Roman 
ideas.  Ecclesiastical  ideas.  Merchantilist  ideas.  Theo- 
ries of  the  capitalistic  period.  Value  of  money.  Seign- 
iorage. Recoinage.  Theories  of  bimetallic  circulation. 
Theories  of  bank-note  currency.  Theories  of  irredeem- 
able paper  money. 

8.  VALUE  AND   DISTRIBUTION  OF  MONEY.      RELATION  OF  THE 

QUANTITY  OF  MONEY  TO  NATIONAL  PROSPERITY 46 

Law  of  value  of  money.  Can  law  create  or  change  value 
in  money  ?  Value  and  price.  International  distribu- 
tion of  money.  Bullion  export  and  import.  Relation 
of  quantity  of  money  to  national  prosperity.  Inflation. 
Contraction. 

9.  PAPER  MONEY.    INCONVERTIBLE  AND  CONVERTIBLE 51 

Government  paper  money.  Motives  for  the  issue  of  govern- 
ment notes.  Theory  of  government  paper  money.  Eco- 
nomic effects  of  government  paper  money.  Coin  and 
bullion  certificates.  Bank-notes.  Convertible  bank-notes. 
"Banking  Principle"  and  "  Currency  Principle."  Limi- 
tation of  issues.  Securing  of  issues.  . 

10.  THE  BANKS  AND  THE  GOVERNMENT 56 

The  State  and  coinage.  Paper  money  as  a  government  pre- 
rogative. The  State  and  the  banking  system.  Banks  of 
issue  and  banks  of  deposit.  The  State  and  bank-notes. 
Government  monopoly  of  note-issue.  Motives  for  govern- 
ment monopoly.  Tendencies  of  the  time. 

11.  THE  "BATTLE  OF  THE  STANDARDS."    BIMETALLISM.    THE 
SILVER  QUESTION 62 

The  single  silver  standard.  The  change  to  the  single  gold 
standard.  The  double  standard.  The  silver  question  in 
the  United  States.  Bimetallism.  National  bimetallism. 
International  bimetallism.  Political  aspects  of  bimetal- 
lism. 

12.  MONETARY  PANICS 66 

The  money  market.  Credit  and  panic.  Causes  of  mone- 
tary panics.  The  problem  of  managing  a  panic. 


USEFUL  BOOKS  OF  REFERENCE. 

THE  literature  of  Money  is  so  vast  that  a  wise  selection 
of  a  few  books  is  almost  impossible.  The  list  here  given 
is  meant  to  contain  books  which  are  easily  accessible,  and 
which  will  tempt  to  further  study  after  the  lectures  are 
finished. 

Two  books  mentioned  in  the  list, — viz.,  Report  of  the 
International  Monetary  Conference  of  1878,  and  W.  S. 
Jevons's  Investigations  in  Currency  and  Finance — contain 
extensive  and  valuable  bibliographies  of  money  which  will 
be  of  great  service  in  making  a  thorough  study  of  the 
subject. 

Reference  to  works  in  foreign  languages  has  been  avoided. 
The  French  literature  on  this  subject  is  very  rich  ;  the  Italian 
and  German,  also.  The  student  reading  any  of  these  lan- 
guages can  easily  find  trace  of  the  books  he  needs  from 
references  in  the  books  here  mentioned. 

THE   GENERAL   SUBJECT   OF  MONEY. 

Andrews,  E.  B.,  Institutes  of  Economics. 
Bastable,  C.  F.,  "  Money."     Encyclopaedia  Britannica. 
Colwell,  Stephen,  Ways  and  Means  of  Payment. 
Ely,  R.  T.,  Introduction  to  Political  Economy. 

*  Jevons,  W.  Stanley,  Money  and  the  Mechanism  of  Ex- 

change. 

Mill,  J.  S.,  Principles  of  Political  Economy. 
Nicholson,  J.  S.,  Money  and  Monetary  Problems. 
Patterson,  R.  H.,  The  Science  of  Finance. 
Poor,  H.  V.,  Money :  Its  Laws  and  History. 

*  Text-book  of  the  course  which  should  be  in  the  hands  of  every 
student. 
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Ricardo,  David,  Works. 
Smith,  Adam,  Wealth  of  Nations. 

*  Walker,  Francis  A.,  Money  in  its  Relations  to  Trade 
and  Industry. 

,  Political  Economy  (larger  edition). 

,  Money. 

Walker  J.  H.,  Money,  Trade,  and  Banking. 
Willson,  H.  B.,  Currency. 

SPECIAL  MONETARY  TOPICS. 
Ashley,  W.  J.,  English  Economic  History. 
Atkinson,  Edward,  Report  on  Bimetallism  in  Europe. 

(Sen.  Exc.  Doc.,  No.  34,  5<Dth  Congress.) 
Bagehot,  Walter,  Lombard  Street:   A  Description  of 

the  Money  Market. 

Bolles,  Financial  History  of  the  United  States. 
Bohm-Bawerk,  Capital  and  Interest. 
Carey,  H.  C,  Pamphlets  on  the  Currency.     See  Works, 

Vol.  XXXI. 

D unbar,  C.  F.,  Theory  and  History  of  Banking. 
Evans,  History  of  the  United  States  Mint  and  Coinage. 
Giffen,  Robert,  Essays  in  Finance. 
Gilbart,'  J.  W.,    History,    Principles,  and    Practice    of 

Banking. 

Goschen,  Theory  of  the  Foreign  Exchanges. 
Horton,  S.  Dana,  Gold  and  Silver. 

,  The  Silver  Pound. 

,  Report  of  International  Monetary  Conference  of 

1878.     (Sen.  Exc.  Doc.,  No.  58,  45th  Congress.) 
Ingram,  J.  K.,  History  of  Political  Economy. 
Jacob,  William,  Historical  Inquiry  into  the  Production 

and  Consumption  of  the  Precious  Metals. 
James,  E.  J.,  "  Banks  of  Issue."     Lalor's  Cyclopaedia. 
Jevons,  W.  S.,  Investigations  in  Currency  and  Finance. 

*  Text-book  of  the  course  which  should  be  in  the  hands  of  every 
student. 


Knox,  John  Jay,  United  States  Notes. 
,  "  Banking  in  the  United  States."    Lalor's  Cyclo- 
paedia. 

Laughlin,  J.  L.,  History  of  Bimetallism  in  the  United 
States. 

Laws  of  the  United  States  Relating  to  Loans,  Currency, 
Coinage,  and  Banking.  (Compilation  published  by 
the  Government  in  1886.) 

Leslie,  T.  E.  C,  Essays  in  Political  and  Moral  Phi- 
losophy. 

Linderman,  H.  R.,  Money  and  Legal  Tender  in  the 
United  States. 

Liverpool,  Lord,  A  Treatise  on  the  Coins  of  the 
Realm. 

Macaulay,  T.  B.,  History  of  England. 

Patterson,  R.  H.,  The  New  Golden  Age. 

Rogers,  J.  E.  T.,  The  First  Nine  Years  of  the  Bank  of 
England. 

Sherman,  John,  Speeches  and  Reports  on  Finance  and 
Taxation. 

Sumner,  W.  G.t  History  of  American  Currency. 

Upton,  J.  K.,  Money  in  Politics. 

Wells,  David  A.,  Recent  Economic  Changes. 

MISCELLANEOUS. 

Annual  Finance  Reports  of  the  United  States,  contain- 
ing reports  of  Comptroller  of  the  Currency,  Di- 
rector of  the  Mint,  etc. 

Congressional  Record. 

House  and  Senate  Documents. 

Report  of  the  International  Monetary  Conference  of 
1878. 

Journal  of  the  Royal  Statistical  Society,  London. 

American  Bankers'  Magazine. 

Reports  of  the  Annual  Meetings  of  the  American 
Bankers'  Association. 
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Bradstreet's  and  other  periodicals  devoted  to  economic, 
financial,  commercial,  and  monetary  subjects. 

Encyclopaedia  Britannica. 

Lalor's  Cyclopaedia  of  Political  Science,  Political  Econ- 
omy, and  United  States  History. 

OUTLINE  OF  A  COURSE  OF  READING. 

Two  books  are  essential,  and  should  be  careftdly  studied: 

1.  Jevons's  Money  and  the  Mechanism  of  Exchange. 

2.  Walker,  F.  A.,  Money  in  its  Relations  to  Trade  and 

Industry. 

For  the  purpose  of  this  course  of  lectures,  no  substitutes 
for  these  books  could  be  suggested  which  would  be  of  equal 
worth.  If  students  wish  to  purchase  a  few  more  books,  the 
following  are  recommended :  Knox,  United  States  Notes  ; 
Dunbar,  Theory  and  History  of  Banking;  Andrews,  Insti- 
tutes of  Economics;  Bagehot,  Lombard  Street;  Sumner, 
History  of  American  Currency ;  Laws  of  United  States 
relating  to  Loans,  etc.,  1 886. 

SHORT  COURSE  OF  READING. 

Jevons  and  Walker  should  be  followed  by  the  reading 
suggested  at  the  beginning  of  each  lecture.  The  reader  will 
find  frequent  reference  in  these  books  to  other  books,  and 
can  follow  the  line  of  his  special  interest  still  further  if  he 
wishes.  Some  good  text-book  in  Political  Economy  should 
be  always  at  hand  for  the  close  study  of  the  economic  prin- 
ciples involved.  Walker  and  Andrews  are  especially  good 
on  money. 

LONGER  COURSE  OF  READING. 

After  Jevons  and  Walker,  Professor  Bastable's  article  on 
"  Money,"  in  the  Encyclopaedia  Britannica  (gth  ed.),  may  be 
read  as  giving  an  admirable  general  review  of  the  subject. 


The  historical  evolution  of  money  and  money  substitutes 
should  be  grasped  before  going  deeply  into  the  theory  and 
the  practical  aspects  of  the  subject. 

Enough  is  given  in  Jevons,  Walker,  and  Bastable  on  the 
subject  of  primitive  money.  Books  of  travel,  writings  of 
anthropologists,  accounts  of  early  institutions,  history  of 
ancient  or  barbarous  peoples,  old  laws,  early  records  of  state, 
etc.,  furnish  innumerable  instances  of  all  types  of  early 
money.  The  student  should  form  the  habit  of  making  all 
his  general  reading  aid  his  systematic  special  study. 

On  the  subject  of  coins  and  coinage,  read  articles  "  Mint" 
and  "  Numismatics,"  in  the  Encyclopaedia  Britannica,  Liver- 
pool's Coins  of  the  Realm,  pp.  25-56,  Walker's  Money, 
Chapters  IX,  X,  XI,  and  Linderman's  Money  and  Legal 
Tender.  Linderman  was  formerly  Director  of  the  Mint, 
and  has  given  a  very  clear  and  interesting  account  of  the 
history  of  United  States  coinage  and  some  of  the  processes 
of  coinage.  Consult  the  Laws  relating  to  Loans,  etc., 
1886.  The  coinage  laws  from  1792  to  1886  are  there  given, 
pp.  21 1-288.  Consult,  also,  Evans,  United  States  Mint  and 
Coinage.  Visit  the  Mint,  and  learn  as  much  as  possible  of 
the  technical  processes  of  coinage,  and  examine  the  various 
collections  of  United  States  and  foreign  coins. 

The  subject  of  the  production  of  the  precious  metals  is 
very  important.  Jacob's  book  is  the  great  authority,  and 
will  repay  reading  through,  although  rather  long.  Walker's 
Money  (the  large  work),  in  Chapters  V-VIII,  treats  his- 
torically of  this  subject,  and  follows  Jacob  quite  closely. 
An  excellent  plan  would  be  to  read  these  chapters  in 
Walker,  referring  constantly  to  Jacob,  and  reading  such 
parts  as  are  of  special  interest.  Having  thus  got  the  gen- 
eral facts  clearly  in  mind,  read  Adam  Smith,  Wealth  of 
Nations,  Book  I,  Chapter  XI,  Digression  on  the  Variations 
in  the  Value  of  Silver,  for  the  sake  of  getting  an  idea  of  this 
old  master.  The  most  valuable  discussions  of  the  problems 
involved  by  great  discoveries  of  gold  and  silver  have  been 
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written  since  1850.  Read  in  Laughlin's  Bimetallism,  Chap- 
ter V,  on  the  gold  discoveries;  VIII,  on  production  of  gold 
since  1850,  and  XII,  on  cause  of  fall  in  value  of  silver.  Fol- 
low this  with  the  essay  in  Nicholson's  Money  on  the 
"  Effects  of  Great  Discoveries  of  the  Precious  Metals,"  and 
Chapter  VII  in  the  same  book,  on  the  international  influences 
that  fix  general  prices.  The  second  article  in  Jevons's  In- 
vestigations, etc.  (on  the  fall  in  the  value  of  gold),  may  then 
be  read,  followed  by  "  Changes  in  General  Prices  and  in  the 
Purchasing  Power  of  Gold,"  being  Part  VII  of  Appendix  D 
in  Atkinson's  Report  on  Bimetallism.  Various  other  parts  of 
this  Report  will  be  found  helpful.  Patterson's  New  Golden 
Age  may  be  consulted  with  much  profit.  Wells's  Recent 
Economic  Changes  is  excellent,  as  pointing  out  other  fac- 
tors than  the  quantity  of  money  which  may  be  operative  in 
change  of  prices. 

Passing  on  to  credit  substitutes  for  money,  we  take  up 
first  the  "Organization  of  Credit"  in  the  Banking  System. 
Begin  with  Adam  Smith's  account  of  the  Bank  of  Amster- 
dam, Wealth  of  Nations,  Book  IV,  Chapter  III,  Part  I. 
Then  read  the  chapters  of  Gilbart's  Banking,  indicated  be- 
low. Mr.  Gilbart  was  a  practical  banker  for  half  a  century, 
from  his  twentieth  year  till  his  death  in  1863.  After  twenty 
years'  experience  in  a  London  and  in  an  Irish  bank,  and 
after  publishing  various  writings  on  the  subject  of  banking, 
he  was  made  General  Manager  of  the  London  and  Westmin- 
ster Bank — the  first  of  the  Joint-Stock  Banks  in  England, 
opened  in  1834.  It  was  largely  through  his  efforts  tjiat  the 
Joint-Stock  Banks  survived  the  opposition  encountered  on 
every  side,  and  became  established  as  a  part  of  the  English 
banking  system.  His  book  may  be  relied  on  for  accuracy, 
and  is  clear  in  statement.  Read  §§  I  and  II  for  the  early  his- 
tory of  banks  in  England  and  elsewhere;  §§  III-VI  for  an  ac- 
count of  the  Bank  of  England  and  the  other  English  Banks  ; 
§  XXVIII  for  a  discussion  of  the  relation  of  the  Bank  of 
England  to  the  currency  since  the  Act  of  1844  ;  §  XXXV 
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for  a  sketch  of  the  Clearing  House;  and  §§  XXXVI  and 
XXXVII  fora  history  of  the  crises  of  1857,  1866,  1875,  and 
1878.  Macaulay,  in  History  of  England,  Chapter  XX,  tells 
in  his  graphic  way  the  story  of  the  founding  of  the  Bank 
of  England.  It  would  be  well  to  read  also  his  third  chap- 
ter on  the  state  of  England  in  1685,  and  his  account  of  the 
controversy  over  the  Recoinage  Act  of  1696  (Chapter 
XXI).  Rogers's  First  Nine  Years  of  the  Bank  of  England 
is  very  suggestive,  admirably  bringing  out  the  political  side 
of  the  movement  for  the  Bank.  Then  read  Professor  Sum- 
ner's  discussion  of  the  "  Bank  Restriction"  in  his  History  of 
American  Currency,  which  also  contains  the  "  Bullion  Re- 
port." Ricardo's  Works  might  well  follow.  Read  Chapter 
XXVII  in  his  Principles  of  Political  Economy,  on  "  Cur- 
rency and  Banks,"  and  also  one  or  two  of  his  classical 
essays  on  currency  questions.  Next  take  up  Bagehot's 
Lombard  Street:  A  Description  of  the  Money  Market, 
a  book  written  with  all  the  nervous  vigor  and  keen  insight 
of  this  versatile  author.  While  the  book  treats  mainly 
English  conditions,  a  clever  shifting  of  recitals  to  the 
American  money  market  will  throw  much  light  on  the 
intricate  subject. 

This  reading  will  have  taken  the  student  over  the  Bank 
Charter  Act  of  1844  an<^  its  effects.  Then  read  the  article 
in  Lalor  on  "  Banks  of  Issue,"  by  Prof.  E.  J.  James,  to  get  a 
general  view  of  the  subject  and  a  clear  idea  of  the  scientific 
questions  involved. 

Turning  now  to  American  Currency  and  Banking,  the 
article  in  Lalor,  by  John  Jay  Knox,  on  "Banking  in  the  United 
States,  will  be  found  the  best  introduction  to  the  subject. 
He  has  described  the  National  Bank  system  in  his  report  as 
Comptroller  of  the  Currency  (Finance  Report,  1875).  Then 
read  Sumner's  History  of  the  American  Currency.  The 
subject  of  paper  money  is  best  approached  through  the  his- 
tory of  American  Government  issues,  both  colonial  and 
national.  Follow  Sumner  with  Knox's  United  States  Notes, 
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Upton's  Money  in  Politics,  and  Sherman's  Speeches  on  the 
Currency.  The  Government  compilation  of  Laws  relating 
to  Loans  and  the  Currency,  Coinage  and  Banking,  pub- 
lished 1886,  and  before  mentioned,  should  be  constantly  at 
hand  for  reference.  Study  the  Legal  Tender  Act  and  Legal 
Tender  Cases,  the  National  Bank  system,  and  the  present 
coinage  laws  of  the  United  States,  so  as  to  understand 
clearly  our  present  currency.  Bolles's  Financial  History  of 
the  United  States  is  especially  useful.  Colwell's  Ways  and 
Means  of  Payment  is  an  able,  systematic  treatise  on  money 
and  credit,  and  might  well  be  read  at  this  point. 

This  reading  will  bring  into  view  the  principles  under- 
lying the  whole  monetary  system  as  well  as  the  practical 
questions  at  issue.  For  clear  exposition  and  able  discussion 
of  these  principles,  especially  in  regard  to  the  part  played 
by  credit  as  organized  in  the  banking  system,  turn  to  J.  H. 
Walker's  Money,  Trade,  and  Banking,  C.  F.  Dunbar's 
Theory  and  History  of  Banking,  and  R.  H.  Patterson's 
Science  of  Finance.  This  latter  book  discusses  also  the 
question  of  the  relation  of  the  State  to  the  currency. 

The  problem  of  the  monetary  standard  remains, — "  The 
Battle  of  the  Standards." 

A  great  classic  is  A  Treatise  on  the  Coins  of  the  Realm, 
by  Lord  Liverpool,  published  at  Oxford  in  1805.  The 
writer  had  held  many  high  offices, — Secretary  of  the  Treas- 
ury, Lord  of  the  Treasury,  President  of  the  Board  of  Trade, 
among  others.  In  1774  he  hdd  successfully  urged  the  re- 
coinage  of  the  gold  coins.  England  had  always  had  a 
silver  standard;  gold,  however,  being  a  legal  tender  at  a 
certain  fixed  ratio  to  silver.  The  silver  had  become  very 
worn.  Coin  was  scarce,  the  bank  having  stopped  specie 
payments  in  1797.  Lord  Liverpool  urged  the  change 
from  a  silver  to  a  gold  standard,  the  making  of  gold  the 
sole,  full  legal  tender,  giving  only  a  small  legal  tender 
limit  to  silver  as  a  subsidiary  coin.  This  policy  was  sub- 
stantially carried  out  by  the  Recoinage  Law  of  1816,  which 
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as  amended  in  1870  is  the  English  law  to-day,  and  Eng- 
lishmen have  now  forgotten  that  they  ever  had  a  silver 
standard.  S.  Dana  Horton  says  of  this  Treatise,  it  "  became 
the  great  charter  of  Monetary  Right  for  the  Nineteenth 
Century."  It  contains  much  valuable  historical  information 
on  English  coinage,  as  well  as  formal  discussions  of  the  na- 
ture and  functions  of  money  and  the  principles  applying  to 
a  monetary  system.  Its  bearing  upon  the  bimetallic  con- 
troversy is  obvious.  Then  read  Ricardo's  essay,  "  Proposals 
for  an  Economic  and  Secure  Currency."  The  book  to  be 
next  read  is  Horton's  The  Silver  Pound  and  England's 
Monetary  Policy  since  the  Restoration,  or  Horton's  Gold 
and  Silver.  Laughlin's  Bimetallism  in  the  United  States 
should  follow.  The  Report  of  the  International  Monetary 
Conference  of  1878  is  very  valuable,  containing  an  appendix 
filled  with  historical  material  bearing  on  this  question,  a 
brief  account  of  the  Latin  Monetary  Union,  and  an  extensive 
bibliography  mentioned  above.  Atkinson's  Report  on  Bi- 
metallism in  Europe  will  also  be  found  useful.  Nicholson 
has  several  good  essays  in  favor  of  Bimetallism  in  his 
Money  and  Monetary  Problems.  Giffen  writes  on  the 
other  side.  Read  also  Jevons's  essays  on  the  subject  in  his 
Investigations,  etc.,  and  the  chapter  on  "  Bimetallism"  in 
Walker's  Political  Economy.  Henry  C.  Carey's  Pamphlet 
on  Financial  Crises,  Willson's  Currency,  pp.  250-284,  would 
be  a  good  introduction  to  the  subject  of  panics.  Follow  with 
Jevons's  essays  on  Crises,  in  his  Investigations,  etc.,  and  with 
Well's  Recent  Economic  Changes. 

A  work  of  the  highest  importance  is  Lalor's  Cyclopaedia 
of  Political  Science.  It  should  be  diligently  referred  to 
throughout  this  entire  course  of  reading.  The  unique 
value  of  this  book  is  that  it  contains  the  whole  political  and 
economic  history  of  the  United  States  in  compact  form,  and 
with  abundant  reference  to  special  authorities,  while  at  the 
same  time  treating  particular  questions  not  merely  in  the 
light  of  American  experience,  but  with  a  broad  outlook 
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upon  European  conditions,  and  in  a  manner  truly  scien- 
tific. 

Finally,  when  the  above  outline  of  reading  is  exhausted, 
take  up  Andrews's  Institutes  of  Economics  and  study  Part 
II,  Exchange;  Part  III,  Money  and  Credit;  Part  IV,  Chap- 
ter III,  Interest;  Part  VI,  Chapters  I-III,  United  States 
Currency.  It  is  compact  with  suggestive  thought  and  an 
excellent  stimulus  to  independent  thinking  on  the  part  of 
the  reader. 


LECTURE   I. 
MONEY  AND  CIVILIZATION. 

References.— Jevons,  Chaps.  I-VI ;  Walker,  Ch.  I; 
Walker,  Pol.  Econ.  g|  159-168,  182-187;  Andrews's 
Institutes,  Part  III,  Ch.  I ;  Art.  "  Money,"  Ency.  Brit, 
Parts  i,  3,  4. 

A  nation  stamps  the  history  of  its  civilization  into  its 
coin. 

What  the  future  historian  might  learn  from  the  gold 
eagle  and  the  silver  dollar  of  the  United  States. 

What  we  learn  from  ancient  coins  about  ancient  peoples. 

Whether  we  study  the  progress  of  mankind  chrono- 
logically from  the  cave  dwellers  of  the  earliest 
human  age  to  the  cultured  Paris  of  to-day,  or 
geographically  from  the  heart  of  Stanley's  Africa 
to  the  heart  of  London,  we  find  that  the  history 
of  money  is  the  history  of  civilization. 

Money  Material.    What  Man  uses  for  Money. 

Examples  of  Uncoined  Money. — (i)  Metal  by  weight, — 
"And  Abraham  weighed  to  Ephron  the  silver, 
.  .  .  four  hundred  shekels  of  silver,  current 
(money)  with  the  merchant"  (Genesis  23 :  16). 
(2)  Non-metallic  money, — "cattle  money"  of 
Homer,  "wampum"  of  ancient  America,  "tobacco 
money"  of  colonial  Virginia. 

Barter. — The  direct  exchange  of  goods  for  goods,  of 
goods  for  service,  of  service  for  service.  The 
rudest  form  of  exchange. 

"  The    African    Barter    Company,    Limited,"    of 
London. 

'5 
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Conclusions  warranted  by  the  Study  of  Monetary 
History. 

(1)  Simple  barter  is  a  mark  of  a  rude  age  or  a  rude 

people.     It  is  commercial  barbarism. 

(2)  The  commodity  which  is  used  for  money  is  gen- 

erally the  product  of  an  important  industry  of  the 
people. 

(3)  Almost  every  article  of  use  to  man  has  been  used 

as  money. 

(4)  With  progressive  peoples  the  metals  are  soon  pre- 

ferred to  other  substances  as  money  material. 

(5)  With  industrial  and  commercial  progress,  the  evolu- 

tion of  money  is  towards  the  use  of  a  more  and 
more  valuable  metal,  iron,  copper,  silver,  gold. 
"  It  has  been  found  by  long  experience,  and  by  the 
concurrent  opinion  of  civilized   nations    in  all 
ages,  that  these   metals,  and  particularly  gold 
and    silver,  are   the   fittest  materials  of  which 
money  can  be  made"  (Lord  Liverpool,  Coins  of 
the  Realm,  p.  9). 

(6)  Coined  money  argues  a  relatively  high  degree  of 

political  and  industrial  development. 

Silver   and    Gold.      Why  they  are  the  Universal 
Money  Metals. 

Lord  Liverpool  says  (page  9)  they 

(1)  Are  homogeneous  in  substance. 

(2)  Are  minutely  divisible. 

(3)  Have  great  value  in  small  bulk. 

(4)  Are  not  subject  to  decay. 
Suggest  other  advantages. 

Money-Work.    What  Man  uses  Money  for. 

Imagine  Philadelphia  or  New  York  suddenly  stripped 
of  all  its  money.     The  same  goods  in  the  stores 


as  before.  The  same  materials  and  machinery  in 
the  factories.  The  same  rolling-stock  on  the  rail- 
roads. The  same  hungry  million  of  people.  Will 
exchange  go  on  at  the  store,  or  production  at  the 
factory  ? 

The  economic  basis  of  civilization  is  "  Division  of 
Labor,"  or,  more  fully,  the  organization  in  society 
of  specialized  industries. 

Facility  in  the  transfer  of  goods  becomes  thus  the  great 
material  characteristic  of  civilized  society. 

The  picture  of  a  moneyless  modern  city  shows  us  that 
this  facility  of  transfer,  and  therefore  this  special- 
ization of  industry,  are  made  possible  only  by 
means  of 

Money  as  the  Universal  Transfer  Medium. 

Savigny  says,  "  Geld  ist  eine  allgemeine  Vermogens- 
Macht"  (Money  is  a  universal  purchasing  power; 
or,  money  gives  its  owner  universal  power  over 
commodities).  The  producer  seeking  capital  and 
the  consumer  seeking  product  both  obtain  the  end 
sought  by  means  of  money.  The  Science  of  the 
Market  is  an  important  part  of  Political  Economy. 

Production  has  at  least  three  well-marked  stages  : 

(1)  Production  of  raw  material,  as  agriculture. 

(2)  Manufacture,  or  production  of  farm  value. 

(3)  Commerce,  or  production  of  place  and  time 

values,  by  getting  the  goods  to  market. 
A  "  market"  may  be  defined  as  the  meeting  of  demand 
and  supply.  As  the  means  of  transportation  bring 
supply  to  meet  demand,  money  and  credit  are  the 
means  of  bringing  demand  to  the  production  and 
consumption  of  supply.  Agriculture  and  manu- 
facture may  conceivably  be  carried  on  in  a  purely 
local  "  market"  and  by  means  of  barter  or  rude 
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money,  involving  immediate  consumption.  Com- 
merce implies  a  wider  "  market."  Industrial  civi- 
lization has  been  merely  a  process  of  widening  the 
" market"  Money  has  been  a  necessary  agent  in 
this  process;  it  commands  commodities  in  the 
world-market  and  for  consumption  indefinitely 
deferred. 

Thus,  the  instinct  of  saving,  the  growth  of  capital,  im- 
provements in  transportation,  a  widening  com- 
merce, the  spread  of  intelligence,  the  extension  of 
moral  obligations, — all  the  characteristics  of  eco- 
nomic civilization  demand  the  use  of  money. 
Money,  it  is  true,  does  not  make  man  civilized,  but 
civilized  man  makes  money.  It  is  true,  histori- 
cally, that  man  without  money  is  uncivilized  man. 


LECTURE   II. 
COINS  AND   COINAGE. 

References.— Jevons,  Ch.  VII,  VIII,  X,  XI,  XIII;  Basta- 
ble,  "  Money,"  Ency.  Brit,  Part  5,  6 ;  Walker,  Pol. 
Econ.,  |§  168,  179-181,  192-204;  Andrews's  Inst.,  Part 
III,  Ch.  I,  l\  75,  76,  Art.  "  Mint,"  Ency.  Brit. ;  Walker, 
Money,  Chaps.  IX,  X,  XI. 

No  better  definition  of  coin  than  Lord  Liverpool's 
(Coins  of  the  Realm,  p.  9), — "  Certain  portions  of 
these  metals,  with  an  impression  struck  upon  them 
by  order  of  the  sovereign,  as  a  guarantee  of  their 
purity  and  weight  serve  as  coin."  Coinage  sup- 
plants earlier  usage  of  weighing  the  metals  at  each 
transaction.  "  There  can  be  little  doubt  that  every 
system  of  coinage  was  originally  identical  with  a 
system  of  weights,  the  unit  of  value  being  the 
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unit  of  weight  of  some  selected  metal"  (Jevons, 
p.  89), — shekel,  talent,  aes,  stater,  libra,  pound,  etc. 
Coinage  thus  only  a  government  certificate  of 
weight  and  fineness,  so  that  the  pieces  may  be 
taken  by  mere  count. 

Advantages  of  Coinage. 

(1)  Uniform  fineness. 

(2)  Ease  of  ascertaining  value. 

(3)  Fraud  rendered  more  difficult. 

(4)  A  badge  of  nationality.     "  Whose  image  and  su- 

perscription are  these  ?" 
Suggest  other  advantages. 

Disadvantages. 

(1)  International  circulation  impeded. 

This  is  rather  an  argument  for  an  international 
system  of  coinage. 

(2)  Cost  of  coinage.      But   more   than  offset   by  in- 

creased efficiency  of  the  coined  metal. 
Suggest  other  disadvantages. 

Early  History  of  Coinage. 

Earliest  known  coinage  was  by  Greek  peoples  of  Asia 
Minor  and  Greece,  between  700  and  900  B.C. 
Roman  coinage  began  between  500  and  600  B.C. 
Exceedingly  rude.  Bronze  aes,  being  pound 
weight  divided  into  twelve  ounces.  Roman  silver 
coinage  began  about  281  B.C., — denarius  or  ten 
aeses.  Gold  coined  at  Rome  about  90  B.C. 

Coining  spread  to  the  East  from  Greece.  From  Rome 
the  northern  nations  acquired  the  art.  Through- 
out the  Middle  Ages  coins  after  the  pattern  of  the 
Roman  denarius  were  issued  in  Germany,  France, 
England,  and  Scandinavia. 
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.  ,  The  Tower  Pound  or  Saxon  Pound  the  basis  of  Eng- 
lish Silver  coinage.  Substantially  the  same  as 
that  in  use  in  Germany  and  France.  The  Pound 
was  of  20  shillings,  each  shilling  of  12  pence. 
The  Pound  Weight  was  of  12  ounces,  each  ounce 
of  20  pennyweights.  Each  penny  then  weighed 
one  pennyweight,  and  240  pence  as  well  as  240 
pennyweights  made  one  Pound.  This  is  supposed 
to  be  the  system  of  Charlemagne.  (Liverpool, 
Coins  of  the  Realm,  p.  29.) 

Debasement  of  Coins. 

Universal,  almost  in  the  history  of  coinage. 

Athenian  depreciation  by  Solon  to  help  the  debtors,  a 
famous  example.  Roman  depreciations  began 
probably  in  the  distresses  of  the  Hannibalic  war. 

English  depreciations.  "  In  the  reign  of  William  the 
Conqueror  a  pound  weight  of  silver  was  also  the 
pound  of  account."  (Peel's  Speech  on  Bank  Act 
of  1844.)  The  standard  of  fineness  was  eleven 
ounces  two  pennyweights  silver,  and  eighteen  pen- 
nyweights alloy,  in  the  pound.  This  standard  of 
fineness  was  maintained  from  the  earliest  times, 
except  for  the  years  1542-60. 

Coins  are  debased  in  two  ways, — 

(1)  By  diminishing  the  weight  of  a   given  coin, 

the  standard  of  fineness  remaining  unchanged. 

(2)  By  diminishing  the  fineness  of  metal  in  a  given 

coin,  the  standard  of  weight  remaining  un- 
changed. 

English  silver  has  been  repeatedly  debased  in  the  first 
way.  Edward  I,  in  1300,  "coined  the  pound 
weight  of  sterling  silver  into  twenty  shillings  and 
three  pence,"  instead  of  twenty  shillings,  as 
formerly.  Successive  debasements  followed  until 
Elizabeth,  who,  although  she  restored  the  standard 
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debased  by  her  father,  still  further  reduced  the 
weight,  coining  sixty-two  shillings  to  the  pound 
weight — the  last  debasement  until  1816.  This  was 
a  total  debasement  of  about  sixty-seven  per  cent. 
Several  unsuccessful  attempts  were  made  thereafter 
to  further  debase  the  coin,  the  most  notable  being 
the  proposition  of  Mr.  Lowndes,  in  1695,  to  coin 
the  pound  into  seventy-seven  shillings  and  six 
pence,  defeated  by  the  efforts  of  John  Locke,  Sir 
Isaac  Newton,  and  others.  Macaulay's  History 
of  England,  IV,  493,  vividly  describes  the  causes 
which  led  to  this  agitation  and  to  the  Recoinage 
Act  of  1696. 

These  debasements  were  often  simply  the  recognition 
by  the  government  of  the  fact  that  through  wear 
and  clipping  the  coins  were  actually  depreciated, 
(Nicholson,  Money  42),  yet  sometimes  they  were 
made  for  the  profit  of  the  exchequer.  Deprecia- 
tion in  value  does  not  always  follow  debasement. 

Seignorage. 

Coinage  from  early  times  considered  the  prerogative 
of  the  sovereign.  Systems  of  private  free  coinage 
by  individuals  and  of  coinage  monopolies  granted 
by  government  have  both  failed  of  the  highest 
results.  The  almost  universal  practice  and  theory 
is  governmental  coinage.  Herbert  Spencer,  how- 
ever, vehemently  urges  the  doctrine  of  private 
coinage.  A  part  of  his  theory  of  absolute  non- 
interference by  government  in  industrial  affairs. 
'  Seignorage  is  the  charge  made  by  the  government,  or 
other  coiner,  for  coining.  In  theory,  it  is  a  deduc- 
tion from  the  bullion  brought  for  coinage,  at  least 
sufficient  to  cover  cost  of  coinage.  Many  gov- 
ernments have,  by  deducting  more  than  this,  de- 
based the  coinage  and  made  large  profits.  The 
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general  usage  now  is  to  make  no  charge  for 
coining  the  standard  money.  Subsidiary  and  token 
coins  are,  however,  intentionally  made  below  the 
standard,  and  governments  derive  large  profits 
from  coining  them.  The  cost. of  coinage,  how- 
ever, is  enormous,  if  interest  on  the  value  of  the 
metal  employed  is  calculated,  and  seigniorage 
could  not  well  cover  this. 

Gratuitous  coinage  is  coinage  without  seigniorage. 
Free  coinage  is  the  equal  and  unlimited  right  to 
owners  of  bullion  to  have  it  coined.  Free  coinage 
may  be  gratuitous  or  not. 

Standard  Coin  and  "Tokens." 

Standard  coin  is  coin  the  metallic  value  of  which  is, 
theoretically  at  least,  equal  to  its  legal  value. 
"  Token"  coin  is  coin  the  metallic  value  of  which 
is  less  than  its  legal  value.  It  is  a  promise  to  pay 
in  standard  coin.  Form  of  a  private  copper  token 
of  1791,  in  Southampton,  England :  "Half-penny 
Promissory,  payable  at  the  office  of  W.  Taylor,  R. 
V.  Moody  &  Co."  The  principle  of  circulation  of 
"  tokens,"  the  same  as  that  of  paper  money.  The 
metallic  value  of  the  bronze  coinage  of  Great 
Britain  is^  not  more  than  one-quarter  its  nominal 
value. 

The  Art  of  Coinage. 

Of  slow  development.  The  first  coins  had  impression 
only  on  one  side.  Reverse  had  simply  punch- 
mark.  The  punch  was  struck  by  a  hammer. 
Gradually  the  punch  became  a  second  die.  Some 
ancient  coins  were  cast.  English  coins  still  struck 
by  hammer  in  seventeenth  century.  "  Milling" 
introduced  in  seventeenth  century,  and  screw  suc- 
ceeded the  hammer.  A  visit  to  the  mint  the  best 


23 

way  to  learn  the  perfected  methods  of  modern 
coining. 

As   to  form,  alloy,  size,  and  execution   of  coins,  the 
objects  to  be  aimed  at  are, — 

(1)  To  prevent  counterfeiting. 

(2)  To  prevent  fraudulent  removal  of  metal  from 

the  coin. 

(3)  To  reduce  loss  of  metal  by  legitimate  wear 

and  tear. 

(4)  To  make  the  coin  an  artistic  and   historical 

monument  of  the  State.     (Jevons,  Ch.  VII.) 
Suggest  others. 


LECTURE  III. 

PRODUCTION  OP  GOLD  AND  SILVER.  HIS- 
TORICAL FLUCTUATIONS  IN  THE  VALUE 
OP  MONEY. 

References.— Walker,  Chaps.  II,  III,  IV,  V,  Walker's 
Money,  Chaps.  V  to  VIII  ;  Laughlin,  Bimetallism, 
Chaps.  V,  VIII,  XII ;  Jevons,  Investigations,  etc., 
Essay  IV;  Jevons,  Ch.  XXV,  "Tabular  Standard," 
Nicholson,  Ch.  V,  and  Part  II,  Chaps.  VII  and  VIII. 

Gold  and  Silver  before  the  Roman  Empire. 

The  Bible  and  all  earliest  history  show  gold  and  silver 
in  use.  Gold  of  Ophir,  silver  of  Tarshish.  Enor- 
mous quantities  amassed  by  Eastern  princes. 
Produced  by  slave  labor  and  capture,  and  not  in 
obedience  to  "  commercial  demand."  "  They  re- 
mained treasure;  they  did  not  become  money." 
"They  were  distributed  not  by  trade,  but  by 
war." 
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The  Precious  Metals  under  the  Roman  Empire. 

Important  facts. 

(1)  By  conquest  the  vast  treasures  of  gold  and  sil- 

ver were  brought  into  the  Empire. 

(2)  The  metals  passed  into  circulation  as  money 

far  more  than  before,  creating  a  continuous 
and  growing  demand  for  them. 

(3)  The  mining  industry  was  gradually  broken  up. 

This  fact,  together  with  the  cessation  of  con- 
quest, cut  off  sources  of  money  supply. 

(4)  Rapid  decrease  in  amount  of  precious  metals 

in  use  under  Empire. 

Precious  Metals  in  the  Middle  Ages  (476  A.D.-1492). 
"  The  Silver  Famine." 

Important  Facts. 

(1)  Cessation  of  Mining.     "  In  this  period,  from 

about  480  to  670  or  680,  the  greatest  diligence 
has  been  able  to  discover  no  trace  in  any 
author  of  the  operations  of  mining  having 
been  carried  on."  (Jacob,  Ch.  X.) 

(2)  Revival  of  mining  after  Saracenic  conquests  of 

eighth  century,  sufficient  to  keep  the  reduced 
stock  from  further  reduction  till  discovery  of 
America. 

The  Discovery  of  America.    The  Silver  Age  (1492- 
1848). 

The  silver  mines  of  Potosi  were  discovered  in  1545. 
It  was  mainly  through  Spain  that  the  gold  and 
silver  of  America  at  first  found  their  way  to  Europe. 
From  1570  to  1640  was  the  period  of  greatest 
inflation.  Estimated  production  of  gold  and  silver 
during  this  period.  Money  fell  to  one-fifth  its 
former  value. 
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Effects  in  England  of  this  Increase  of  Money- Metals. 

(1)  Upon  the  land-owning  class. 

(2)  Upon  agriculture. 

(3)  Upon  wage-earners. 

(4)  Upon  commerce. 

The  New  Golden  Age 

Began  with  discovery  of  gold  in  California  in  1848, 
Notwithstanding  the  enormous  yield  of  the  Cali- 
fornian  and  Australian  mines,  prices  have  risen  far 
less  from  this  inflation  of  the  money-metal  supply 
than  from  the  silver  three  centuries  earlier. 

The  World's  Supply  of  Gold  and  Silver. 

A  new  silver  age  began  likewise  in  1859,  with  the  dis- 
covery of  the  Nevada  mines.  In  1889  the  world's 
production  of  silver  was  $158,759,468;  of  gold, 
$120,971,514.  Silver  has  been  largely  demone- 
tized since  1870,  through  fear  of  excess  of  money 
metal.  Opinions  of  Professor  Shaler,  of  United 
States  Geological  Survey,  and  others,  as  to  whether 
the  present  rate  of  production  may  continue.  (Sen. 
Exc.  Doc.,  No.  34,  5oth  Cong.,  App.  C.) 
Amount  of  gold  and  silver  used  in  the  arts. 

Questions  for  Discussion. 

(1)  Did  the  falling  prices  of  the  later  Roman  Empire 

cause  or  hurry  the  decline  of  the  Empire  ? 

(2)  Why  was  the  rise  of  prices  from  the  Spanish  im- 

ports of  silver  so  much  greater  and  more  violent 
than  the  rise  since  1848  ? 

(3)  The  value  of  money  itself  is  variable  from  age  to 

age.     "  If  the  measure  shall  have  lost  its  measure, 
wherewith  shall  it  be  measured  ?" 
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The  "Tabular"  or  "Multiple"  Standard. 

Grain,  in  some  respects,  is  a  more  stable  standard  for 
long-time  payments.  The  remedy  proposed  is  the 
so-called  "  Multiple  Standard," — being  a  combi- 
nation of  several  of  the  most  stable  products, — 
payment  being  made  by  the  money  value  at  the 
time  of  payment  of  the  agreed  number  of  units  of 
this  combined  standard.  The  advantages  of  such 
a  standard  are  great  in  long-time  payments,  but 
the  practical  difficulties  have  not  yet  been  mastered. 


LECTURE   IV. 

SUBSTITUTES  FOR  METALLIC  MONEY. 
CREDIT-MONEY  AND  CREDIT. 

References.— Jevons,  Chaps.  VIII,  XV,  XVI,  XVII,  XIX, 
XXIII ;  Smith,  Wealth  of  Nations,  Book  IV,  Ch.  Ill, 
Part  I ;  Nicholson,  Ch.  IV ;  Walker,  Money,  Ch.  XV ; 
James,  "Banks  of  Issue"  (Lalor's  Cyclo.) ;  Dunbar. 
Chaps.  II,  IV,  VII ;  Mill,  Pol.  Econ.,  Book  III,  Chaps. 
XI,  XII. 

It  must  be  remembered  that  we  treat  merely  the  eco- 
nomic, not  the  moral,  aspects  of  this  question. 

Origin  of  Credit-Money. 

(1)  What  makes  any  currency  circulate  is  the  confi- 

dence that  each  receiver  of  the  money  will  be 
able  to  pass  it  on  to  another  person  without 
trouble. 

(2)  The  force  of  habit  keeps  worn  coins  circulating. 

Some  instances  of  debasement  of  coin  rest  upon 
this  fact.  If  the  worn  coin  circulate  as  full  coin, 
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why  cannot  the  new  coins  be  issued  of  equal 
weight  with  worn  coins,  yet  of  full  face  value  ? 

(3)  The  necessities  of  small  change  early  forced  the 

issue  of  private  "tokens"  in  England.  James  I  and 
Charles  I  suppressed  private  "  tokens"  and  granted 
monopolies.  Vast  over-issues  of  farthing  tokens 
drove  nearly  all  other  coin  out  of  circulation.  "  At 
last  it  came  to  be  understood  that  the  proper  plan 
was  to  make  the  small  coins  of  nominal  value  only, 
to  suppress  private  issues,  to  strictly  limit  the 
issues  by  Government,  and  to  make  them  legal- 
tender  only  for  a  limited  amount."  (Nicholson,  p. 

57.) 

(4)  The  practice  of  taking  seignorage  and  this  circula- 

tion of  light  and  "  token"  coins  have  suggested  the 
idea  of"  representative"  money,  of  which  "  Paper" 
is  the  modern  form.  The  Carthaginians  and 
Chinese  had  leather  representative  money. 

(5)  The  next  step  is  an  inconvertible  non-metallic  cur- 

rency. The  Government  "  coins"  paper  into 
money.  Credit,  custom,  and  money-need  are  the 
foundation  of  a  paper  currency. 

(6)  "  Gresham's    Law," — that  bad    money   drives  out 

good  money, — applied  at  first  to  light  weight  coin, 
applies  equally  to  two  currencies  circulating  to- 
gether. A  better  statement  would  be,  given  a 
superabundant  mixed  currency,  "  the  better  money 
leaves  before  the  worse." 

(7)  The  history  of  colonial  paper  money  in  the  United 

States  is  the  richest  in  interest  and  instruction. 
Secured  and  unsecured  issues  were  tried.  The 
colonies  tested  to  the  full  the  operation  of  Gresh- 
am's law.  (See  Lecture  VI.) 

(8)  Another  form  of  credit- money,  bank-notes,  received 

its  first  systematic  development  in  England.  While 
in  modern  banks  the  function  of  note-issue  has 
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become  separated  in  theory,  and  to  a  great  extent 
in  practice,  from  the  functions  of  deposit  and  dis- 
count, the  earlier  banking  confused  them.  In 
England  and  America  "  Banking"  privilege  was 
long  regarded  as  merely  the  right  of  note-issue. 

Credit-Substitutes  for  Money. 

Promissory  notes,  book-credits,  and  bills  of  exchange 
are  of  very  ancient  origin.  A  Babylonian  tablet 
of  some  five  centuries  B.C.  is  a  promissory  note, 
renewed  several  times,  and  interest  added  as  stipu- 
lated in  the  original  note.  Another  transaction 
shows  a  book-credit  where  the  price  of  a  field  is 
set  over  against  ,the  price  of  a  slave  and  the  bal- 
ance paid  in  money.  (Aus  dem  Babylon.  Rechts- 
leben,  pp,  13,  14.  Kohler.)  Paper  money  and 
bank-notes  are  merely  forms  of  promissory  notes. 
The  use  of  any  of  these  modes  of  deferring  pay- 
ment lessens  the  need  for  money.  Their  use  did 
not  become  systematized  until  after  the  establish- 
.  ment  of  banks. 

Organization  of  Credit.    The  Banking  System. 

Several  of  the  ancient  commercial  nations  had  some 
form  of  banking,  notably  the  Jews,  Greeks,  and 
Romans.  No  historical  connection,  however, 
between  ancient  and  modern  banks. 

The  first  modern  bank  was  the  Bank  of  Venice,  sup- 
posed to  be  in  existence  in  1157.  Gilbart  says  it 
was  a  "  corporation  of  public  creditors."  The 
Bank  of  St.  George,  at  Genoa,  called  by  Bagehot 
"  a  finance  company,"  founded  in  1407,  was  a 
similar  institution.  The  Bank  of  England  (1694) 
and  the  First  Bank  of  the  United  States  (1791) 
were  in  some  respects  of  the  same  type. 
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The  Bank  of  Amsterdam.  Founded  1609.  Necessi- 
tated by  evils  of  light  and  clipped  coin.  Its  "  bank- 
money"  practically  only  a  system  of  transfer  on 
the  books  of  the  bank  of  credited  deposits  of  coin, 
the  deposits  remaining  intact  in  the  bank.  Its 
relation  to  the  city  government.  Its  efficiency 
and  influence.  Its  imitators. 

Bank  of  Sweden.  Founded  in  1656.  Issued  bank- 
notes of  modern  type  in  1658. 

Beginnings  of  English  Banking. 

English  Commerce  in  the  Seventeenth  Century,  (i) 
Rivalry  with  Holland.  (2)  Internal  disorders. 
Political  and  religious  struggles.  (3)  Colonization 
schemes.  (4)  Chaotic  state  of  the  currency. 

There  was  an  unprecedented  expansion  of  industry 
and  commerce,  in  face  of  an  utterly  inadequate 
and  chaotic  currency,  and  an  absence  of  any  credit 
system.  From  the  struggles  of  that  century 
emerged  alike  the  beginnings  of  the  modern  po- 
litical system  of  England  and  the  beginnings  of 
the  English  commercial  supremacy  of  the  world. 

During  the  Commonwealth  a  scheme  for  a  bank  was 
proposed,  to  rival  Amsterdam,  but  was  unsuc- 
cessful. The  London  goldsmiths  as  bankers. 
"  Goldsmiths'  notes"  the  first  English  bank-money. 
The  Bank  of  England  founded  in  1694. 

Development  of  the  Banking  System. 

Importance  of  the  modern  banking  system  shown  in 
its  marvellous  extension,  and  in  the  progressive 
refinement  of  its  methods.  Jevons  (page  190) 
gives  the  following  "  development  of  methods  of 
exchange" : 

"(i)  Replacement  of  standard  money  by  repre- 
sentative money. 
"  (2)  Intervention  of  book  credit. 
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"  (3)  The  cheque  and  clearing  system. 
"  (4)  Use  of  foreign  bills  of  exchange. 
"(5)  International  clearing  system." 
To  such  an  extent  has  banking  usurped  the  functions 
of  money,  that  about  ninety-five  per  cent,  in  value 
of  transactions   are   paid   in   checks,   drafts,  etc., 
leaving  less  than  five  per  cent,  for  paper-money 
and    less   than    one   per    cent,  for    coin.     (J.   H. 
Walker,  Money  Trade  and  Banking.) 


LECTURE  V. 

THE  PLACE  OP  BANKS  IN  THE  MONEY  SYS- 
TEM AS  SHOWN  IN  THE  HISTORY  OF  THE 
BANK  OP  ENGLAND. 

References. — Jevons,  as  in  Lecture  IV,  also  Chaps.  XX, 
XXI,  XXII,  XXIV;  Walker,  Chaps.  X,  XI ;  Macau- 
lay,  Hist.  Eng.,  Ch.  XX,  "Bank  of  England,"  XXI, 
"  Currency  Reform  ;"  Gilbart,  Vol.  I,  \\  1-6;  Bagehot, 
Chaps.  VII,  VIII;  Dunbar,  Ch.  X;  Sumner,  Hist. 
Amer.  Currency,  Part  II,  on  "  Restriction." 

Founding  of  the  Bank  of  England. 

The  Bank  of  England  was  "  a  Whig  finance  company" 
(Bagehot,  p.  92).  William  and  Mary  needed  a 
%  loan  to  carry  on  war  with  France.  Under  cover 
of  an  act  laying  certain  tonnage  duties  on  vessels, 
a  banking  charter  was  granted  in  1694  to  the  sub- 
scribers to  the  loan  under  the  name  of  "  the  Gov- 
ernor and  Company  of  the  Bank  of  England." 
The  scheme  was  bitterly  opposed  by  Tories  and 
by  private  bankers  and  rival  bank  projectors.  The 
powers  of  the  bank  were  "  to  deal  in  bullion  and 
bills,  to  issue  notes,  and  to  make  advances  on 
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merchandise."       They    loaned    the    government 
;£ 1, 200,000,  which  constituted  their  capital. 
Was  Alexander   Hamilton's   policy  in   the   establish- 
ment of  the  first  United  States  Bank  a  conscious 
imitation? 

The  Banking  Functions  exercised  by  the  Bank  of 
England. 

(1)  The  bank  began  as  a  financiering  agent  of  the  gov- 

ernment. 

(2)  The  "  giving  of  good  money"  not  an  object  of  the 

the  bank,  as  of  the  continental  banks.  England 
restored  her  clipped  and  wasted  coinage  by  the 
Recoinage  Act  of  1696. 

(3)  It  was  a  bank  of  deposit,  notes  being  issued  for 

deposits.  The  continental  system  of  that  period 
was  to  receive  coins  of  all  countries  at  bullion 
value  and  issue  notes  (certificates)  for  them,  hold- 
ing all  the  coin  on  deposit.  English  system,  begun 
by  the  goldsmiths,  was  to  trade  with  the  deposits, 
holding  only  a  reserve.  The  American  coin  cer- 
tificates and  bullion  certificates  a  return  to  the  old 
continental  system. 

(4)  It  was  a  bank  of  discount. 

(5)  It  was  a  bank  of  issue.     Part  of  its  advances  to  the 

government  were  in  its  notes.  Its  first  notes  bore 
interest  and  were  transferred  only  by  endorse- 
ment. In  1697  it  was  given  a  practical  monopoly 
and  the  right  to  issue  notes  to  bearer.  This  is  the 
real  beginning  of  the  "  bank-note." 

The  Bank  "Restriction"  of  1797. 

In  danger  of  a  French  invasion,  the  English  govern- 
ment, fearing  exhaustion  of  the  bank  reserve, 
forbade  payment  in  specie  by  the  bank.  This 
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"  Restriction"  continued  till  1819.  The  over-issue 
of  bank-notes  gained  large  profits  for  the  bank, 
and  depreciated  the  notes.  The  most  memorable 
contest  in  the  history  of  currency  was  carried  on 
in  regard  to  resumption  of  specie  payments. 
The  "Bullion  Report"  of  1810,  the  great  monetary 
document  in  this  discussion,  holds, — 

(1)  That  if  gold   is   at  a  premium   in  paper,  the 

premium  measures  the  depreciation  in  the 
paper.  The  paper  is  depreciated  ;  gold  is  not 
appreciated. 

(2)  A  continued  drain  of  the  precious  metals  from 

the  country,  aside  from  exportations  to  pur- 
chase food,  pay  armies,  etc.,  is  due  to  the 
presence  of  an  inferior  currency. 

The  plain  remedy,  then,  according  to  the  Report,  was 
resumption.  The  Bank  opposed  this,  and  was  suc- 
cessful. Resumption  did  not  take  place  till  1819; 
but  the  Bank  afterwards  adopted  the  principles  of 
the  Report.  In  the  mean  time, — 1816, — England 
had  changed  from  her  former  silver  standard  to  a 
gold  standard. 

The  Bank  Charter  Act  of  1844. 

In  1826  the  monopoly  of  note-issue  by  the  Bank  of 
England  was  restricted  to  a  radius  of  sixty- 
five  miles  from  London,  and  joint-stock  banks 
legalized.  The  extension  of  bank-note  circulation 
thus  permitted  led  to  another  bitter  controversy 
as  to  whether  bank-notes  could  be  over-issued 
under  a  free-banking  system. 

The  Act  of  1844  completely  reorganized  the  banking 
system  of  England. 

(i)  The  banking  department  and  the  issue  depart- 
ment of  the  Bank  of  England  were  com- 
pletely separated. 
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(2)  The  note-issues,  without  specie  basis,  of  the 

Bank  of  England  were  limited  to  £14,000,000 ; 
since  slightly  increased. 

(3)  No  London  bank,  nor  any  bank  chartered  after 

the  Act,  was  allowed  to  issue  notes.  Issues  of 
country  banks  then  existing  were  limited  to 
ordinary  previous  circulation. 

Summary. 

(1)  The    Bank  of   England,  the    first    great   bank   to 

work  out  and  maintain  a  system  of  note-issues 
based  on  the  credit  of  the  bank,  without  full 
coin  or  bullion  guarantee. 

(2)  It  was  the  first  great  bank  to  work  out  and  main- 

tain a  system  of  treating  deposits  as  loans,  and  thus 
to  trade  with  deposits  beyond  a  prudent  reserve. 

(3)  The    "  restriction,"  with    its    controversies,   have 

made  the  economic  doctrines  of  the  world  in 
regard  to  the  circulation  of  an  inferior  currency, 
particularly  an  irredeemable  paper  currency,  by 
the  side  of  a  superior  one. 

(4)  The  history  of  the   bank    since  1844  has   shown 

how  powerfully  governments  may  influence  the 
money  market  for  good  or  evil. 

(5)  The  English  currency  to-day  is  dependent   upon 

its  great  bank.  The  English  ideal  is  a  coin  cur- 
rency for  ordinary  transactions,  and  a  note  cir- 
culation for  larger  affairs.  The  £$  note  is  the 
lowest  note ;  but  the  issue  of  £i  notes  is  a  live 
question  in  England  now. 
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LECTURE  VI. 
HISTORY  OF  AMERICAN  CURRENCY. 

References.  — Knox,  "BankingintheU.S."(Lalor'sCyc.), 
or  his  reports  as  Comptroller  of  the  Currency  (Finance 
Reports,  1875,  1876);  Sumner,  Hist.  Amer.  Currency; 
Walker,  Ch.  XII ;  Dunbar,  Ch.  IX ;  Upton,  Money  in 
Politics ;  Andrews,  Part  VI,  Chaps.  I,  II,  III. 

American  Coinage. 

I.  Colonial  Period. 

The  coins  consisted  of  a  few  English  coins,  chiefly 
silver  shillings.  Various  foreign  coins  circu- 
lated at  rates  fixed  by  colonial  Governments, 
and  a  few  coins  struck  at  mints  set  up  in 
Massachusetts  and  Maryland.  Origin  of  the 
"  Dollar"  and  the  various  "  Shillings." 
II.  Silver  Period,  1792-1834.. 

The  United  States  Mint  was  established  in  1792, 
upon  a  plan  of  Hamilton.  Jefferson,  Robert 
Morris,  and  Gouverneur  Morris  had  earlier 
devised  a  plan  for  coinage.  Free  coinage  of 
gold  and  silver  was  authorized.  Both  were 
made  legal  tender  in  the  ratio  of  I  to  15. 
The  amount  of  pure  silver  in  the  "  Dollar  or 
Unit,"  371.25  grains,  has  never  changed. 
Other  silver  coins,  half-dollar,  quarter-dollar, 
dimes,  and  half-dimes.  Copper  coins,  cent  and 
half-cent.  Gold  coins,  eagles,  half-eagles, 
quarter-eagles.  Gold  eagle  contained  247.50 
grains  of  pure  gold.  Gold  was  worth  more 
than  fifteen  times  silver,  and  would  not  stay 
in  circulation. 
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III.  Gold  Period,  1834-78. 

The  law  of  1834  made  gold  eagle  232  grains  of 
pure  gold;  gross  weight  258  grains.  Ratio 
of  gold  to  silver  was  fixed  I  to  16.  Silver 
driven  from  circulation  in  its  turn. 

In  1837  gold  and  silver  coins  alike  were  changed 
to  a  standard  of  nine-tenths  fine.  This  reduced 
the  gross  weight  of  the  silver  dollar  to  412^ 
grains,  and  made  the  gold  standard  232.2 
grains  fine. 

In  1849  the  coinage  of  gold  dollars  and  double 
eagles  was  authorized,  and  in  1853  g°ld  three- 
dollar  pieces. 

In  1853  silver  fractional  currency  was  over-rated 
in  coinage  to  keep  it  in  circulation. 

In  1873  the  silver  dollar  was  dropped  from  the 
list  of  coins,  so  that  gold  only  had  free  coin- 
age, and  the  gold  dollar  was  made  the  unit  of 
value.  Trade  dollar  of  420  grains,  nine- 
tenths  fine,  was  authorized.  Up  to  this  time 
only  a  little  over  eight  million  silver  dollars 
had  been  coined. 

IV.  Don '  t-know-where-we-stand  Period,  1878-92. 

"  Bland"  silver  bill.  Revenge  for  the  demonetiza- 
tion of  1873.  Restored  the  old  silver  dollar 
and  its  legal  tender  quality.  Provided  also  for 
issue  of  certificates  for  silver  dollars  deposited. 
In  1882  gold  certificates  were  authorized,  and 
in  1890  certificates  for  bullion  deposited. 

American  Bank-Notes. 
I.  Colonial  Period. 

A  "  Bank"  was  a  batch  of  paper  money.  It 
was  an  era  of  "  land-banks"  in  Europe  and 
America.  Compare  John  Law's  scheme  for 
a  "  land-bank"  with  John  Colman's. 
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II.  "  Free  Banking"  Period.     Revolution  to  Civil  War. 

After  the  Revolution  a  mania  for  banking  spread 
through  the  country.  Banks  freely  estab- 
lished under  State  authority  issued  notes  in 
reckless  competition. 

Bank  of  North  America.  A  scheme  of  Robert 
Morris  to  obtain  supplies  for  the  army. 
Chartered  by  Congress  in  1781.  It  was  in 
some  sense  a  bank  of  the  United  States. 

First  Bank  of  the  United  States.  Devised  by 
Hamilton.  Chartered  in  1791.  Charter  ex- 
pired in  1811,  and  not  renewed.  After  this 
the  State  banks  were  more  reckless  than  ever 
in  their  note  issues.  In  1814  there  was  a 
general  suspension  of  specie  payments  by 
these  banks,  followed  by  still  wilder  note 
issues. 

Reaction  led  to  the  chartering  of  the  Second  Bank 
of  the  United  States  in  1816,  charter  to  expire 
in  twenty  years.  President  Jackson  made  war 
on  the  bank.  After  the  destruction  of  the 
bank,  State-bank  issues  were  more  disastrous 
than  ever. 

The  "  Suffolk  System"  of  New  England  (1825),  and 
the  "Safety  Fund  Act"  of  1829,  and  "Free 
Banking  Act"  of  1838,  in  New  York,  were 
partially  successful  in  restraining  the  evils  of 
irresponsible  "  wild-cat  banking."  The  United 
States,  tired  of  depositing  its  funds  in  treach- 
erous State  banks,  established  the  Sub- 
Treasury  system  (1840-46),  which  still  exists. 
III.  National  Bank  Period. 

The  establishment  of  this  system  (in  1863)  was  at 
once  a  fiscal  scheme  to  procure  a  market  for 
United  States  bonds,  and  an  attempt  to  give 
order  and  security  to  bank-note  circulation. 
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The  essential  feature  is  that  note-issues  are  secured 
by  deposit  of  United  States  bonds  with  the 
National  treasury,  and  State-bank  issues  are 
taxed  out  of  circulation. 

The  new  office  of  United  States  Comptroller  of 
the  Currency  was  created  at  this  time.  In 
1882  another  law  gave  the  right  of  renewal  to 
National  Bank  charters. 

The  results  of  the  law  have  been, — 

(1)  To  give  national  circulation  to  bank-note 

issues  at  their  face  value. 

(2)  Absolute  security  as  to  ultimate  payment 

of  the  notes  and  practical  convertibility. 

Government  Paper  Money. 

I.   Colonial  Government  Issues. 

These  began  in  Massachusetts  in  1690  to  pay  the 
expenses  of  the  Canadian  expedition.  All  the 
colonies  indulged  in  the  issue  of  "bills  of 
credit."  Over-issue  and  depreciation  were  the 
rule  everywhere. 
II.  Continental  Congress  Period,  1775-89. 

Depreciation  of  the  first  issue  made  in  1775  reached 
1000  to  I  in  some  parts  of  the  continent.     In 
1780  redemption  interest-bearing  notes  were 
issued  for  these  at  the  rate  of  I  for  20. 
III.  Treasury  Note  Period,  1789-1861. 

Constitutional  provisions  as  to  "  bills  of  credit." 
The  people  of  1789  had  suffered  too  severely 
from  over-issues  of  paper  money  to  willingly 
give  such  power  to  the  government,  and  until 
1812  no  notes  were  issued. 

Interest-bearing  notes  of  various  forms  were  issued 
during  the  War  of  1812,  the  financial  crisis  of 
1837,  the  Mexican  War,  the  financial  crisis  of 
1857,  and  the  Civil  War. 
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IV.  "  Greenback"  or  "  Legal  Tender"  Period. 

Some  of  the  treasury  notes  previously  issued 
were  receivable  for  all  public  dues,  some  were 
payable  on  demand,  but  the  "  greenbacks"  is- 
sued under  the  Act  of  February  12, 1862,  were 
the  first  notes  of  any  kind  made  "  legal  tender" 
in  the  payment  of  debts  between  man  and  man. 
They  were  not  receivable  for  duties  on  imports 
nor  interest  on  the  public  debt.  The  law  au- 
thorized the  issue  of  $  1 50,000,000.  They  were 
justified  as  a  necessity  of  war. 

Two  other  acts,  June  II,  1862,  and  March  3,  1863, 
each  authorized    the    issue  of   $150,000,000 
more.    The  highest  actual  amount  issued  fell  a 
little  short  of  the  authorized  $450,000,000. 
Resumption. 

In  1875  an  act  was  passed  requiring  payment  of 
the  legal  tender  notes  in  coin  after  January 
I,  1879.  On  the  latter  date  there  was  no 
demand  for  redemption.  The  legal  tender 
notes  were  already  at  par,  and  were  preferred 
to  gold.  They  have  remained  practically 
convertible. 

The  legal  tender  controversy — especially  as  it 
centres  in  the  "  Legal  Tender  Cases" — is  an 
interesting  topic  for  study.  (See  Sherman's 
Speeches  on  Finance  and  Taxation,  and  Knox, 
United  States  Notes,  Ch.  XL) 
Present  Currency  of  the  United  States  : 

Gold  coin. — Double  eagle,  eagle,  half-eagle,  quar- 
ter-eagle, dollar.  Unlimited  legal  tender. 

Silver  coin. — Dollar  (unlimited  legal  tender),  half- 
dollar,  quarter,  dime,  and  half-dime  (limited 
legal  tender). 

Bronze  and  nickel  coin. — Five,  three,  and  one  cent. 

"  Greenbacks" — Legal  tender. 
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Gold  certificates  and  silver  certificates. — Issued  on 
the  deposit  of  gold  and  silver  coin.  Not  legal 
tender. 

Silver  bullion  certificates  —  "Treasury  Notes," 
under  act  of  1890.  Legal  tender. 

National  bank  notes.     Not  legal  tender. 


LECTURE  VII. 

HISTORY   OF  MONETARY  THEORIES. 

References.— Andrews's  Inst.,  Part  IV,  Ch.  Ill ;  Poor, 
Money :  Its  Laws  and  History,  pp.  62-429.  (Select 
such  parts  as  bear  on  the  writers  mentioned.  This 
book  is  one  to  be  used  with  caution.)  Bohm-Bawerk, 
Capital  and  Interest,  Chaps.  I,  II ;  Ashley,  Economic 
History,  Ch.  Ill ;  Smith,  Wealth  of  Nations  (Preface 
to  Bohn's  Edition),  also  Book  IV,  Ch.  I.  Colwell's 
Ways  and  Means  of  Payment,  reviews  monetary 
theory  briefly  in  different  parts  of  the  work. 

Theories  of  money  are  among  the  oldest  of  purely 
economic  theories.  Three  main  lines  of  theory, — 
(i)  nature  and  functions  of  money,  (2)  interest,  (3) 
value  of  money.  The  use  of  money  well  estab- 
lished before  any  conscious  theory.  Certain  moral 
and  legal  ideas  concerning  money  before  its  eco- 
nomic nature  was  made  subject  of  thought. 

I.  Oriental  Ideas. 

The  Mosaic  law  (Circa,  1300  B.C.)  forbids  lending  on 
interest  to  another  Hebrew:  "Usury  of  money, 
usury  of  victuals,  usury  of  anything  that  is  lent 
upon  usury."  (Deut.  xxiii,  19.)  The  law  permits 
lending  on  interest  to  strangers.  The  Babylo- 
nian tablets  show  lending  on  interest  to  have  been 
common. 

IE.  Grseco-Roman  Ideas. 

Aristotle's  (384-322  B.C.)  the  typical  views,  partly  eco- 
nomic, partly  moral.  He  regarded  money  not  as 
the  same  thing  with  wealth,  but  only  the  means 
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of  effecting  exchanges.  Money  in  its  nature  is 
11  barren,"  hence  interest  is  contrary  to  nature  and 
unjust.  Here  emerges  a  theory  as  to  the  eco- 
nomic cause  of  interest,  and  based  upon  it  a  moral 
theory  of  distributive  justice.  This  controversy 
upon  interest,  both  in  moral  and  economic  aspects, 
has  lasted  to  our  time.  Romans  added  nothing 
to  economic  theory.  Both  Greeks  and  Romans 
practised  loaning  at  interest,  although  their  writers 
condemn  it. 

m.  Ecclesiastical  Ideas. 

Early  Christians  included  strangers  in  the  humane  pro- 
hibition of  interest.  Thomas  Aquinas  (thirteenth 
century),  typical  of  the  church  in  his  doctrines, 
combines  the  economy  and  natural  law  of  Aris- 
totle with  the  Mosaic  and  Christian  ethics.  Reason 
and  Revelation  against  interest.  Adds  the  argu- 
ment of"  consumability"  of  money.  Also,  time  is 
not  to  be  charged  for,  because  the  common  prop- 
erty of  all. 

IV.  Merchantilist  Ideas  (1500-1700). 

Since  the  Crusades  a  new  spirit.  Enterprise,  discov- 
ery, and  commerce.  Feudal  payments  in  service 
and  kind  changed  into  money  dues  and  taxes. 
Rise  of  prices  from  influx  of  American  silver.  An 
age  of  commerce.  Former  ages  had  despised  com- 
merce and  exalted  agriculture.  Money  a  neces- 
sity in  commerce.  Became  at  once  the  means  and 
the  end  of  trade.  Central  idea  of  merchantilists, — 
Money  is  synonymous  with  Wealth.  "Balance  of 
Trade"  theory  follows  from  this.  In  Italy,  Hol- 
land, England,  and  elsewhere,  views  on  interest 
changed.  In  1546  interest  legalized  in  England 
at  rate  of  ten  per  cent.  Writers  defend  interest. 
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Money  no  longer  barren.     Calvin  almost  grasped 
the  true  idea. 

Typical  merchantilists, — Jean  Bodin  (15/8),  Antonio 
Serra  (1613),  Chretien  de  Watteville  (1615), 
Thomas  Mun  (1621),  Schroder  (1686).  In  France 
Colbert,  and  Cromwell  in  England,  practised  the 
merchantilist  theory.  Survivals  of  the  theory  and 
practice  in  the  nineteenth  century. 

V.  Theories  of  the  Capitalistic  Period. 

The  merchantilists  had  no  conception  of  "  capital/' 
Interest  to  them  was  payment  for  the  loan  of 
money.  Grotius,  Locke,  and  others,  in  the  seven- 
teenth century,  had  justified  interest  by  the  anal- 
ogy of  hire  paid  for  other  goods  and  rent  for 
land.  David  Hume  (1767)  taught  the  distinction 
between  Capital  &n.d  Money,  and  that  interest  was 
paid  for  capital,  which  is  productive,  and  not  for 
money. 

From  this  time  there  are  two  problems  more  or  less 
confused  in  discussions  on  interest,  (i)  A  prob- 
lem of  Economic  Production, — viz.,  what  is  the 
source  of  the  productivity  of  capital?  (2)  A 
problem  of  Economic  Distribution, — viz.,  who  ob- 
tains the  product  of  capital  ? 

The  motif  of  the  discussion  a  twofold  one:  (i)  Scien- 
tific; an  economic  stand-point.  (2)  Social  justice, 
being  the  nineteenth  century  form  of  the  old  usury 
controversy;  an  ethical  stand-point.  Both  these 
motives  appear  in  most  discussions.  Interest, 
henceforth,  strictly  not  a  question  of  money,  since 
not  money,  but  capital,  yields  interest. 

With  growth  of  capital,  and  even  before  the  distinction 
had  been  drawn,  in  theor)',  between  money  and 
capital,  another  line  of  monetary  questions  became 
prominent. 
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I.  Seigniorage. 

Shall  the  government  keep  out  of  the  coin  enough 
bullion  to  pay  cost  of  coinage,  or  even  to  pay  a 
profit?  Discussed  before  1382  by  Oresme;  in 
1526  by  Copernicus;  by  nearly  all  writers  on 
money  since  the  seventeenth  century. 

n.  Recoinage  of  Old  and  Clipped  Coins. 

Shall  the  old  standard  be  restored  at  the  expense  of  the 
government,  or  shall  the  standard  be  debased  to 
level  of  the  light  coin  ? 

The  theory-making  controversy  was  the  recoinage  in 
England  in  1696.  Lowndes  the  champion  of 
lowering  the  standard,  Locke  and  Sir  Isaac  New- 
ton the  triumphant  defenders  of  "  ancient  right 
standard."  This  was  one  of  the  greatest  victories 
for  good  money  in  modern  history. 

IE.  Theories  of  Bimetallic  Circulation. 

(1)  Standard  and  "token"  coins.     (Nicholson,  Ch.  IV.) 

(2)  Silver  or  gold  standard,  or  bimetallic  standard. 

Theory-making  Laws  or  Controversies.  England. — Coin- 
age law  of  1666;  silver  standard;  free  and  gratui- 
tous coinage  of  gold  and  silver  ;  recoinage  of  1696. 
Report  of  Sir  Isaac  Newton,  1717.  The  recoinage 
law  of  1816  is  a  landmark  in  the  history  of  bi- 
metallic theory.  This  law  changed  the  coinage  of 
England  from  a  silver  standard  to  a  gold  standard. 
Previously,  gold  had  been  full  legal  tender  at  a 
legal  rate  to  silver.  The  law  demonetized  silver, 
making  it  a  token  coin.  England  has  since  been 
a  gold  monometallic  country,  as  opposed  to  the 
bimetallic  policy  of  France,  and  England's  policy 
has  thus  far  succeeded.  All  through  the  eigh- 
teenth century  the  market  rate  of  silver  seems  to 
have  been  above  the  English  mint  rate,  and  Eng- 
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land  lost  her  silver  circulation  except  coin  worn 
down  to  the  gold  level.  Gold  had  become  the 
practical  money  of  England.  The  value  of  silver 
falling,  people  began  to  bring  it  to  the  mint.  The 
coinage  of  silver  was  forbidden  in  1798.  Lord 
Liverpool,  in  his  Coins  of  the  Realm,  argued  that 
gold  and  silver  could  not  be  maintained  concur- 
rently in  circulation  as  full  money ;  that  gold  had 
become  the  practical  standard  money ;  that,  there- 
fore, the  best  policy  was  to  adopt  a  gold  standard. 

Continental  Europe. — France  in  1785  and  by  the  law  of 
1803  had  adopted  a  ratio  of  15^  to  I  between 
silver  and  gold.  This  policy,  persistently  main- 
tained until  after  1873,  has  been  the  great  counter 
argument  to  England's  policy.  In  1857,  by  the 
Treaty  of  Vienna,  a  Germanic  monetary  union  was 
formed,  followed  by  the  Latin  Union  of  the  Treaty 
of  Paris,  1865.  In  1873  came  the  German  de- 
monetization of  silver,  followed  by  suspension  of 
silver  coinage  by  the  nations  of  the  Latin  Union. 

United  States. — The  ratio  adopted  in  1792  was  15  to  I. 
In  1834  it  was  made  16  to  I.  Before  1800 
there  seems  to  have  been  little  thought  anywhere 
of  using  only  one  metal.  Gold  monometallism 
was  not  adopted  in  the  United  States  until  1873, 
and  was  partially  abandoned  in  1878.  Both  theo- 
ries are  struggling  in  the  "  free  coinage"  contro- 
versy of  to-day. 

IV.  Theories  of  Bank-Note  Currency. 

Began  mainly  in  discussions  of  the  seventeenth  cen- 
tury preceding  the  founding  of  the  Bank  of  Eng- 
land. The  most  notable  controversy,  however, 
was  over  the  "Restriction"  (1797-1819).  Ricar- 
do's  theories  have  been  dominant.  The  Bullion 
Report  contained  his  ideas  substantially.  The 
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great  question  was  as  to  whether  the  high  price 
of  bullion  was  due  to  a  depreciation  of  bank- 
notes. This  controversy,  as  well  as  the  later 
controversy  between  the  "  Banking  Principle"  and 
"  Currency  Principle,"  has  been  considered  else- 
where (Lectures  V-IX).  In  America,  the  theory 
of  unlimited  and  unregulated  issues  prevailed  for 
a  long  time,  gradually  meeting  more  opposition, 
until  in  the  National  Bank  Act  the  theory  of  gov- 
ernment regulation  was  adopted. 

V.  Theories  of  Irredeemable  Paper  Money. 

(1)  The  "  Land  Bank"  theory  of  John  Law  and  others 

was  the  rival  of  the  banking  theory  established  in 
the  Bank  of  England  It  was  imitated  by  Col- 
man  in  Massachusetts,  and  in  the  issue  of  the 
French  Assignats  of  the  Revolution. 

(2)  "  Fiat"  money.    "  Coining  the  credit"  of  the  nation. 

Prevalent  theory  in  the  American  colonies,  and  in 
Austria  since  1762.  Since  the  Civil  War  it  has 
been,  in  the  United  States,  the  theory  of  a  strong 
party. 

These  questions  only  varying  forms  of  the  fun- 
damental problem,  the  Value  of  Money.  One 
theory  holds  that  the  money  material  must  have 
value  aside  from  its  use  as  money.  The  other 
theory  holds  that  money  is  only  a  ticket  of  trans- 
fer, and  need  have  no  value  as  a  commodity 
Under  differing  conditions  those  upholding  these 
theories  have  received  various  names, — "  contrac- 
tionists,"  "  hard-money"  men,  bank-note  issue 
"  monopolists,"  are  "  value"  theorists.  On  the 
other  hand,  "  inflationists,"  "  soft-money"  men, 
those  who  favor  "  free  banking,"  "  greenbackers," 
cling  to  the  "  ticket"  theory.  The  controversy  is 
as  old  as  monetary  science. 
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LECTURE   VIII. 

VALUE  AND  DISTRIBUTION  OP  MONEY.  RE- 
LATION OF  THE  QUANTITY  OP  MONEY 
TO  NATIONAL  PROSPERITY. 

References.— Jevons,  Chaps.  XVII,  XXVI;  Walker, 
Chaps.  IV,  V;  Mill,  Pol.  Econ.,  Book  III,  Chaps. 
VII,  VIII,  XIX,  XX,  XXI,  XXII  ;  Andrews's  Inst., 
Part  III,  Ch.  Ill,  I  85 ;  Nicholson,  Money,  etc., 
Chaps.  V,  VI,  VII ;  Colwell,  Ways  and  Means  of 
Payment,  Ch.  XIX. 

Much  that  is  written  of  money  appftes  actually  to  me- 
tallic money  only.  The  vast  extension  of  credit 
money  and  credit  in  our  practice  has  far  outrun 
our  theory. 

The  great  law  of  value  of  money  is  the  law  of  demand 
and  supply.  True  of  metallic  money,  of  bank- 
notes, of  government  paper  money. 

Demand  for   money  tends   to    increase   from   following 
causes : 

(1)  Increase  of  products,   giving  consumer  increased 

purchasing  power,  and  producer  more  products  to 
sell. 

(2)  Intensified  spirit  of    enterprise,  from  pressure  of 

want,  new  opportunity  for  industry,  etc.     Producer 
seeking  capital. 

(3)  Extension  of  commerce. 

(4)  Increase  of  population. 

(5)  Decrease  in  use  of  credit. 

Supply  of  Money. — Causes  tending  to  its  increase. 

(1)  Increased  production  of  precious  metals. 

(2)  Decreased  use  of  gold  and  silver  in  the  arts  and  in 

hoards. 


47 

(3)  Legal  monetization  of  a  new  material. 

(4)  Increased  rapidity  of  circulation. 

Law  of  Value  of  Money. 

Value  of  money  varies  directly  as  demand  and  inversely 
as  supply.  With  a  given  supply,  increase  in  de- 
mand raises  the  value  of  money,  and  vice  versa. 
With  a  given  demand,  increase  of  supply  decreases 
value,  and  vice  versa. 

Can  Law  create  or  change  Value  in  Money? 

(1)  Governments  can  influence  the  demand  for  money, 

as  by  making  it  legal  tender,  and  thus  alter  its 
value. 

(2)  Governments  can  change  the  value  of  money  by 

increasing  or  decreasing  the  supply. 

(3)  The  value  thus  given  to  money  by  law  is  an  arbi- 

trary value,  and  does  not  depend  on  the  value  of 
the  material  of  which  the  money  is  made.  United 
States  greenbacks  are  an  example  of  this. 

(4)  The  value  of  money  being  a  question  of  the  relation 

between  the  quantity  of  money  and  the  amount  of 
money-work,  there  is  no  limit,  theoretically,  to  the 
value  which  a  government  might  give  to  its  cur- 
rency if  it  had  a  monopoly  of  money  supply. 
(5)  But  no  government  has  a  monopoly  of  money 
supply.  Money  demand  and  money  supply  are 
international,  and  the  laws  of  any  single  country 
cannot  control  them.  This  places  practically  very 
narrow  limits  within  which  legal  value  can  be 
given  to  a  currency  in  a  country. 

Value  and  Price. 

Price  is  the  money- value  of  goods.  Wheat  at  $1.00  a 
bushel  means  that  the  money-value,  i.e.,  the  price 
of  one  bushel  of  wheat,  is  $1.00.  If  the  value  of 
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money  is  increased,  one  bushel  of  wheat  is  worth 
less  than  $1.00;  i.e.,  increasing  the  value  of  money 
lowers  prices,  and  decreasing  the  value  of  money 
raises  prices. 

International  Distribution  of  Money. 

With  international  trade,  prices  are  fixed  by  inter- 
national demand  and  supply, — i.e.,  in  a  world-mar- 
ket. If  from  any  cause,  such  as  the  discovery  of 
new  mines  of  gold  or  silver,  increasing  the  quantity 
of  money,  prices  are  higher  in  the  United  States 
than  in  foreign  countries,  foreigners  will  increase 
their  sales  here  and  diminish  their  purchases; 
that  is,  our  imports  will  tend  to  exceed  our  exports 
of  goods,  and  we  shall  have  to  send  money  abroad 
to  pay  the  balances.  This  will  continue  until  our 
excess  of  money  is  drained  off  to  foreign  coun- 
tries and  equilibrium  in  prices  is  restored.  If, 
again,  our  prices  become  relatively  low,  the  golden 
current  sets  towards  our  shores  until  once  more 
the  general  level  is  reached.  This  illustrates  what 
is  called  the  "  automatic  movement"  of  money  in 
foreign  exchange.  Price  is  the  regulator  of  this 
movement. 

So  long  as  money  was  regarded  as  synonymous  with 
wealth,  as  in  the  Merchantilist  theory,  a  "  balance 
of  trade,"  showing  excess  of  exported  over  im- 
ported goods  and  bringing  in  money,  was  looked 
upon  as  a  national  blessing.  Although  such  a 
"  balance  of  trade"  really  tells  nothing  as  to  the 
prosperity  of  a  country,  traces  of  the  old  idea  still 
remain.  And  in  fact,  in  many  emergencies,  a  flow 
of  gold  from  the  country  may  be  a  serious  thing, 
but  this  for  other  reasons. 


49 

Bullion  Export  and  Import. 

The  precious  metals  are  the  only  international  money. 
Hence,  so  far  as  bills  of  exchange  do  not  settle 
international  balances,  gold  and  silver  must  be 
used.  The  law-made  value  of  money  cannot  be 
exported.  Bullion-value  alone  can  move  from 
country  to  country.  Hence  the  advantage  of  a 
national  currency  resting  on  the  bullion  value  of 
the  precious  metals. 

Relation  of  Quantity  of  Money  to  National  Pros- 
perity. 

A  nation  needs  just  that  amount  of  money  which  will 
best  facilitate  the  exchanges  necessary  to  the 
highest  development  of  industry  and  commerce. 
A'  calculation  as  to  the  exact  amount  needed 
would  be  as  futile  as  a  calculation  of  the  number 
of  miles  of  railroad  that  a  country  needs. 

But  upon  this  subject,  as  we  have  seen,  there  are 
always  two  opposing  schools. 

7.  Typical  Arguments  of  the  More-Money  School. 

(1)  With  increase  of  population  more  money  needed. 

(2)  Increasing  industry  demands  more  money. 

(3)  The  enterprising  class  are  the  borrowing  class,  and 

an  increasing  currency,  by   rendering   debt-pay- 
ment easier,  promotes  enterprise. 

(4)  More    money   means    higher   prices,   high   prices 

mean  large  profits  to  producers,  and   the   pros- 
perity of  producers  is  national  prosperity. 

(5)  More  money  means  higher  wages  to  the  laborer. 

(6)  Periods  of  rising  prices  have  been  periods  of  un- 

usual  enterprise,   as   after   the    silver  of    Potosi 
inflated  the  currencies  of  Europe. 

(7)  The  more  money  a  nation  has  the  more  wealth. 
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So 

77.  Typical  Arguments  of  the  Less-Money  School. 

(1)  Increase    of   money   means    a   larger   amount   of 

national  wealth  needlessly  devoted  to  the  purpose 
of  exchange. 

(2)  Increase   of  money,   by   rendering    debt-payment 

easier,  defrauds  creditors. 

(3)  Contracting'  currency  discourages     unsafe   specu- 

lative enterprises. 

(4)  Low  prices  benefit  consumers. 

(5)  A  contracting  currency  promotes  the  extension  of 

legitimate  credit  by  encouraging  capitalists  to 
lend. 

777.  Important  Facts. 

(1)  Money  is  not  the  end,  but  only  the  instrument  of 

trade. 

(2)  A   status   of  general    high    prices,  or  a  status  of 

general  low  prices,  is  equally  consistent  with 
national  prosperity. 

(3)  A  change  from  more  money  to  less,  or  from  less 

to  more,  alters  the  conditions  of  every  contract 
for  the  payment  of  money,  producing  hardship  to 
the  debtor  in  the  one  case,  and  to  the  creditor  in 
the  other. 

(4)  Stability  of  prices  is  the  ideal  sought.     With  ex- 

panding or  contracting  industry,  stability  of  prices 
can  be  maintained  only  by  a  corresponding  change 
in  the  amount  of  currency. 

(5)  Every  people  has  its  standard  of  money   supply. 

A  people  like  the  French,  hoarding  their  cash, 
require  more  money  per  capita  to  carry  on  a  given 
trade  than  a  credit-using  people  like  the  English. 

(6)  An  excessive  paper  currency  or  an  excessive  de- 

based coin  currency,  by  driving  the  best  money 
from  the  country,  puts  a  nation  at  a  disadvantage 
in  international  trade. 


LECTURE  IX. 

PAPER  MONEY.     INCONVERTIBLE  AND   CON- 
VERTIBLE. 

References.— Walker,  Chaps.  VIII-XH  ;  Jevons,  Chaps. 
XVI,  XVII,  XVIII,  XXIV;  Andrews's  Inst.,  Part 
III,  Ch.  II;  Part  VI,  Chaps.  II,  III;  Nicholson, 
Money,  etc.,  Part  II,  Ch.  II ;  Dunbar,  Chaps.  V, 
IX ;  Knox,  United  States  Notes. 

Government  Paper  Money. 

There  are  various  kinds,  as  seen  in  the  history  of 
American  currency.  They  are  all  promises  to 
pay  issued  directly  by  the  government.  They  may 
be  payable  on  demand  in  coin,  or  be  convertible 
into  government  bonds,  or  be  a  claim  on  public 
lands,  or  upon  some  special  reserve  held  by  gov- 
ernment. They  may  even  bear  interest.  They 
may  be  received  by  the  government  in  payment 
of  taxes,  of  customs  duties  and  public  dues  gener- 
ally, and  they  may  be  made  legal  tender  in  pay- 
ment of  private  debts.  They  may  be  destroyed 
when  once  they  find  their  way  back  to  the  treasury, 
or  may  be  re- issued.  If  issued  by  a  government 
bank  in  response  to  commercial  demand,  and  made 
convertible,  they  partake  of  the  nature  of  bank- 
notes rather  than  government  paper  money. 

The  typical  government  paper  money  is  that  issued 
simply  upon  the  credit  of  the  government,  based 
upon  no  special  fund  and  given  a  forced  circulation 
by  being  made  legal  tender,  and  kept  in  circulation 
by  re-issue.  Such  is  the  so-called  "  Fiat-money." 
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Motives  for  the  Issue  of  Government  Notes. 

(1)  Some  sudden  emergency,  political  or  military,  call- 

ing for  large  government  expenses.  An  issue  of 
paper  money  then  is  a  forced  loan.  The  alterna- 
tive of  the  government  obliged  to  borrow  under 
such  circumstances  would  be  a  sale  of  government 
bonds. 

(2)  Under   similar    circumstances,  or    upon   an   unex- 

pected deficit  in  the  treasury,  they  may  be  issued 
redeemable  at  a  near  fixed  date,  to  anticipate  the 
receipt  of  taxes.  Such  notes  often  bear  interest, 
and  are  practically  a  kind  of  government  bond. 

(3)  A  popular  demand  for  an  increase  of  currency  may 

lead  to  issues  of  paper  money.  "  Political  money" 
is  a  term  often  applied  to  government  paper. 
Such  demand  may  arise  from  an  enterprising 
people  in  the  face  of  unusual  opportunity  for  profit- 
able industry,  but  too  poor  to  make  use  of  the 
opportunity,  and  under  the  mistaken  idea  that 
what  they  need  is  money,  while  their  real  need  is 
capital.  Such  demand  may  also  arise  from  a 
debtor  class  seeking  to  make  the  payment  of  their 
debts  easier. 

(4)  Another  motive  is  economy.     The  loss  of  interest 

on  the  value  of  the  precious  metals  used  in  coin  is 
enormous.  It  is  argued,  that  if  the  same  money- 
work  can  be  as  well  done  by  a  cheaper  material  it 
is  sound  finance  to  use  the  cheaper  material. 

(5)  The  convenience  of  paper  money. 

(6)  Scaling  down  of  debts  owed  by  the  government  is 

sometimes  a  motive.  But  the  vice  of  paper  money 
is  over-issue.  There  is  nothing  essentially  fraudu- 
lent in  a  government  use  of  promises  to  pay. 
A  government  need  not  resort  to  paper  money  to 
defraud  its  creditors. 
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Theory  of  Government  Paper  Money. 

The  issue  of  paper  money  is  based  on  the  same  prin- 
ciple as  seigniorage.  It  has  been  defined  as  money 
on  which  the  seigniorage  is  ioo  per  cent.  Debase- 
ment of  currency  does  not  mean  necessarily  de- 
preciation. Government,  it  has  been  seen,  can 
keep  up  the  value  of  money  (i)  by  influencing 
demand,  as  by  making  the  money  receivable  in 
public  dues,  or  making  it  legal  tender,  (2)  by 
limiting  the  supply. 

Economic  Effects  of  Government  Paper  Money. 

The  economic  effects  of  inflation  and  contraction  of  the 
currency  have  been  already  discussed.  (Lecture 
VIII.)  It  remains  to  consider  the  effect  of  pecu- 
liarities in  government  paper  money. 

(1)  Government  paper  money,  unless  convertible,  i.e., 

unless  paid  in  coin  on  demand  and  not  re-issued 
except  on  receipt  of  coin,  does  not  expand  and 
contract  in  accordance  wi^h  the  commercial  de- 
mand. This  is  not  an  argument  against  a 
government  paper  money  in  the  hands  of  an 
administrative  department  of  the  government 
with  discretionary  power,  as,  for  example,  a  prop- 
erly constituted  government  bank.  That  is  a 
separate  question.  Stability  of  prices  cannot  be 
maintained  by  a  currency  fixed  in  amount. 

(2)  The  "  credit  of  the  government,"  which  is  the  basis 

of  a  paper  currency,  is  an  uncertain  thing.  The 
best  and  most  honorable  government  in  the  world 
may  be  overthrown.  In  a  democratic  form  of 
government,  with  the  currency  a  matter  of  fre- 
quent legislative  regulation,  paper  money  intro- 
duces an  additional  element  of  uncertainty,  and 
uncertainty  disturbs  the  industry  and  commerce 
of  the  people.  Sudden  expansion  of  the  currency 
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works  loss  to  creditors.  Sudden  contraction  of 
the  currency  works  loss  to  debtors.  The  fear  of 
such  sudden  changes  is  itself  a  disturbing  force. 

(3)  One  of  the   chief  difficulties    in    regard   to   gov- 

ernment paper  money  is  its  effect  on  foreign 
trade.  Not  being  exportable,  it  leaves  a  smaller 
amount  of  coin  in  the  country  than  would  other- 
wise circulate.  This  becomes  a  matter  of  great 
danger  at  times,  when  there  is  an  unusual  de- 
mand for  foreign  shipments  of  money.  It  may 
thus  be  a  real  menace  to  foreign  trade,  and  hence 
to  domestic  industry  and  to  financial  soundness, 
even  when  specie  payments  are  ordinarily  main- 
tained. There  is  always  the  danger  of  suspension 
through  excess  of  paper  money. 

(4)  These  difficulties  in  the  way  of  government  paper 

money,  however,  are  not  to  be  regarded  as  insu- 
perable. An  amount  of  paper  money,  safely  lim- 
ited, with  immediate  redemption  amply  provided 
for,  issued  by  a  government  politically  stable,  and 
administered  with  honor  and  ability,  may  not  only 
work  no  harm  to  the  industry  of  the  people,  but 
may  be  a  positive  and  gainful  convenience. 

Coin  and  Bullion  Certificates. 

There  is  a  peculiar  class  of  government  notes  which 
aims  to  secure  the  conveniences  of  paper  cur- 
rency and  the  security  of  a  metallic  money.  The 
United  States  have  made  the  greatest  use  of  these 
notes.  They  are  certificates  issued  for  coin  or  bul- 
lion deposited  with  the  government  and  held  on 
deposit.  It  is  practically  a  metallic  money,  and 
rests  on  no  special  theory.  It  effects  no  economy 
other  than  convenience. 
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Bank-Notes. 

These  are  promissory  notes  of  a  banking  firm  or  cor- 
poration payable  to  bearer  on  demand,  in  coin,  and 
circulating  as  money.  They  are  theoretically  con- 
vertible, but  sometimes  become  practically  incon- 
vertible. When  inconvertible,  the  principles  of 
their  circulation  are  like  those  of  government  in- 
convertible paper. 

Convertible  Bank-Notes. 

The  chief  questions  involved  are  as  to  the  policy  of 
limitation  of  issues  and  as  to  methods  of  securing 
issues. 

(i)  Limitation  of  Issues. 

The  famous  controversy  in  England  which  led  to  the 
Charter  Act  of  1844  turned  on  the  question 
whether  really  convertible  notes  could  be  issued 
in  greater  amount  than  the  coin  which  would  have 
circulated.  The  "  Banking  Principle,"  championed 
by  Mr.  Tooke  and  others,  was  that  really  con- 
vertible notes  acted  in  all  respects  like  coin,  and 
could  not  be  issued  in  excess.  The  "  Currency 
Principle"  was  advocated  by  Lord  Overstone  and 
others,  and  held  that,  under  a  system  of  free  bank- 
ing, over-issue  is  possible  and  likely  to  occur,  in- 
flating the  currency.  In  England,  the  principle 
of  limiting  the  issues  was  adopted  in  the  Bank  Act 
of  1844.  A  different  application  of  the  same 
principle  obtains  in  this  country  under  the  Na- 
tional Bank  system.  Under  present  banking 
methods,  however,  the  bank-note  is  losing  its 
relative  importance,  through  the  enormous  growth 
of  the  deposit  and  check  system.  The  more 
vital  question  in  banking  is  the  question  of  re- 
serves. 
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(2)  Securing  of  Issues. 

Where  governments  allow  banks  to  issue  notes,  they 

usually  require  special  security  for  notes.     There 

are  several  methods  : 

(1)  A  coin  reserve. 

(2)  A  pledge  of  property. 

(3)  A  combination  of  reserve  and  pledge. 


LECTURE  X. 
THE  BANKS  AND  THE  GOVERNMENT. 

References.— Jevons,  Chaps.  XVIII,  XXII,  XXIV,  XXV ; 
James,  "  Banks  of  Issue"  (Lalor) ;  Dunbar,  Chaps. 
II,  IV,  V,  VIII,  IX ;  Andrews,  Honest  Dollar  ;  Pub- 
lications of  Amer.  Economic  Association,  Vol.  IV, 
No.  6. 

The  relation  of  the  State  to  trade  is  a  matter  in  regard 
to  which  few,  if  any,  general  rules  can  be  laid  down. 
The  trade  functions  of  governments  vary  in  differ- 
ent countries  and  with  every  generation.  To  each 
special  problem  a  special  answer  must  be  sought. 

The  State  and  Coinage. 

By  a  sort  of  common  instinct,  the  highest  governing 
power  in  every  country  has  claimed  and  been  al- 
lowed to  exercise  the  right  of  coinage,  of  regu- 
lating the  issue  of  the  money  of  the  nation.  This 
instinct  is  undoubtedly  the  result  of  a  long  expe- 
rience, which  the  race  has  well-nigh  forgotten,  of 
the  evils  of  private  coinage. 

Paper  Money  as  a  Government  Prerogative. 

It  was  a  natural  and  easy  step  from  the  regulation  by 
the  State  of  coined  money  to  the  regulation  of  its 
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paper  representatives.  There  seems  to  be  little 
question  of  the  political  right  of  governments  to 
issue  directly  its  paper  promises  for  circulation  as 
money.  The  disputes  over  the  right  of  the  United 
States  to  issue  paper  notes  arose  from  the  peculiar 
origin  of  our  federal  government.  It  was  a  mere 
question  of  the  interpretation  of  the  Constitution. 
But  a  political  right  does  not  necessarily  carry 
with  it  an  economic  justification. 

The  State  and  the  Banking  System. 

With  the  development  of  the  modern  system  of  or- 
ganized credit,  supplanting  the  actual  circulation 
of  money  to  a  vast  extent,  the  question  takes  a 
new  form  and  becomes  more  complex.  A  simple 
coin  currency,  authenticated  by  the  sovereign 
power,  easily  circulates  in  all  the  channels  of  trade, 
— it  comes  and  goes  at  command.  The  same 
could  be  said  of  a  good  government  paper  money. 
But  organized  credit  is  not  so  mobile.  Unless 
properly  organized,  it  -may  prove  a  hinderance,  not 
an  aid,  to  commercial  progress.  What  shall  be 
the  relation  of  the  State  to  the  banks?  Free 
banking?  State  banking ? 

Banks  of  Issue  and  Banks  of  Deposit. 

The  development  of  the  deposit  and  check  system  is 
one  of  the  most  notable  features  of  modern  bank- 
ing. It  has  come  to  be  more  important  than  the 
note-issue,  both  as  a  source  of  profit  to  the  banks 
and  as  a  substitute  for  money  payment.  Note- 
issue  was  an  earlier  development  in  banking,  and 
many  writers  claim  that  note-issue  is  no  longer  a 
legitimate  banking  function;  that  banks  are  the 
markets  for  local  and  temporary  credit  alone ; 
that  it  was  to  this  end  that  banks  formerly  issued 
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notes,  and  that  the  deposit  and  check  system  now 
serves  this  purpose  better. 

The  State  and  Bank-Notes. 

A  bank-note  circulates  as  money.  It  will  not  circulate 
beyond  the  limits  of  the  credit  that  guarantees  it. 
The  old  system  of  local  bank-notes  under  "  free- 
banking"  was  disastrous.  The  notes  were  dis- 
credited where  the  bank  was  not  known.  The 
guarantee  of  notes  should  be  as  wide  as  the  circu- 
lation. If  a  national  circulation  is  desired  for  the 
notes,  the  notes  should  have  a  national  guarantee. 
With  the  modern  developed  system  of  deposit 
and  discount  the  needs  of  local  credit  can  be  met. 
With  the  better  means  of  transportation  of  our 
age  there  is  a  growing  reason  for  a  national,  not  a 
local,  circulation  for  bank-notes,  as  for  all  other 
money.  How  shall  this  national  guarantee  be 
given  ? 

Government  Monopoly  of  Note-Issue. 

The  answer  to  this  question  has  been  substantially  the 
same  in  the  chief  commercial  nations.  "  Free- 
banking"  in  the  old  sense  has  been  abandoned. 
Private  note-issues  have  been  practically  destroyed. 
A  monopoly  system  under  government  supervision 
or  control  has  been  established.  In  England,  the 
Issue  Department  of  the  bank  is  virtually  a  gov- 
ernment institution  intended  to  monopolize  the 
note-issue.  The  Reichsbank  of  Germany,  under 
the  controlling  hand  of  the  imperial  government, 
has  dealt  the  death-blow  to  other  bank  issues  of 
notes.  The  French  government  regulates  note- 
issue  in  the  Bank  of  France.  The  National  Bank 
system  of  the  United  States,  while  giving  no  one 
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bank  a  monopoly  of  note-issue,  yet  creates  a  gov- 
ernment monopoly  in  the  system,  and  gives  the 
government  guarantee  to  the  issues. 

Motives  for  Government  Monopoly. 

(1)  Fiscal. — The  great  banking  systems  of  the  world 

have  been  founded  by  government.  Modern  States 
are  great  borrowers,  and  must  have  a  market  for 
their  credit  instruments. 

(2)  Political. — Governments  have  always  appreciated 

the  advantage  of  having  the  interests  of  the  classes 
financially  powerful  united  with  the  interests  of  the 
government. 

(3)  Industrial. — The  government  is  the  largest  indus- 

trial concern  in  a  country,  engaging  in  more 
enterprises,  employing  more  men,  with  larger  ex- 
penditures and  larger  receipts,  than  any  other  cor- 
poration or  system.  Governments  dislike  banking 
with  strictly  private  concerns.  It  is  a  business 
advantage  for  a  government  to  manage  its  own 
funds. 

(4)  On  the  part  of  the  financial  leaders  in  the  country 

there  is  an  advantange  in  having  this  alliance  with 
the  government.  Their  influence  with  the  govern- 
ment is  more  powerful,  their  grasp  upon  the  money 
market  more  firm,  in  financial  straits  they  can  rely 
to  some  extent  on  government  aid.  Reckless  com- 
petition in  note-issue  has  been  proved  ruinous. 

(5)  Unity  and  correlation  of  the  banking  system  are 

accomplished, — a  great  desideratum  in  these  days 
of  quick  transit,  quick  transportation,  and  an  un- 
limited market. 

(6)  Concentration  of  money  and  credit  is  rendered  more 

effective  and  safer,  having  the  government  interests 
connected  with  the  interests  of  capital. 
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Tendencies  of  the  Time. 

It  is  not  probable  that  we  have  reached  the  final  de- 
velopment. The  present  appears  to  be  a  transi- 
tional period. 

(1)  There  is  a  growing  tendency  to  divorce  note-issue 

from  the  deposit  and  discount  functions  of  banks. 

(2)  Countries  where  the  deposit  and  discount  functions 

are  most  highly  developed,  as  England  and  the 
United  States,  show  a  relatively  decreasing  use  of 
bank-note  circulation. 

(3)  There  is  at  the  same  time  a  growing  demand  for 

paper  money  in  some  form,  and  particularly  for 
paper  of  small  denominations. 

(4)  From    one   point   of  view   there    seems   to   be   a 

tendency  towards  the  extension  of  the  government 
monopoly  of  note-issue,  and  towards  placing  this 
monopoly  more  directly  in  the  hands  of  the 
government.  The  ideas  emerging  here  are,  that 
note-issue  is  essentially  a  part  of  the  general 
circulating  medium,  and  should  be  in  government 
hands,  like  coinage ;  while  the  purposes  of  local 
credit  are  served  by  the  extension  of  the  deposit 
and  check  system  of  private  banks. 

(5)  The  increasing  use  of  savings-banks  and  like  insti- 

tutions puts  into  the  hands  of  the  wage-earners  the 
advantages  of  the  credit  system. 

(6)  The  growth  of  trust  companies  shows  a  tendency 

towards  a  more  secure  concentration  and  effective 
organization  of  credit  under  private  systems. 

(7)  From  another  point  of  view,  then,  there  is  a  ten- 

dency towards  the  doing  away  with  the  necessity  of 
governmental  organization  of  credit  in  every  form, 
by  making  it  safe  and  easy  for  all  classes  to  make 
use  of  credit  through  the  operations  of  private 
banking. 

(8)  One  theory  claims  that,  since  the  State  does  not 


6i 

control  the  expansions  and  contractions  of  trade, 
therefore  the  expansions  and  contractions  of  money 
and  credit  should  be  left  to  the  operations  of 
commercial  demand  and  supply  through  freely 
acting  private  agencies. 

(9)  Another  theory  claims  that  an  elastic  system  of 

bank-note  issue  can  be  best  secured  by  some 
system,  like  the  present  national  banks,  freely  act- 
ing within  prescribed  governmental  limits,  and 
having  the  hand  and  faith  of  the  government 
behind  it. 

(10)  Another  theory  claims  that  this  desired  stability 
of  prices  can  be  best  secured  by  leaving  to  private 
banks  the  ordinary  banking  functions,  placing  in 
government   hands   the   regulation  of  the  entire 
currency,  including  paper  money  of  all  forms,  and 
through  the  agency  of  a  government  commission 
measuring  the  changes  of  price  and  correspond- 
ingly expanding  or  contracting  the  currency. 

(l  l)  No  one  can  safely  prophesy  the  outcome  of  these 
conflicting  tendencies.  It  is  hardly  probable, 
however,  that  governments  will  soon  give  up  the 
political  advantages  of  controlling  the  bank-note 
circulation. 
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LECTURE  XI. 

THE  "BATTLE  OP  THE  STANDARDS."    BIMET- 
ALLISM.     THE   SILVER  QUESTION. 

References.— Jevons,  Chaps.  VIII,  IX,  XII,  XIV ;  Walker, 
Chaps.  VI,  VII ;  Andrews,  Part  III,  g§  77,  87  ;  Part  VI, 
W  134.  J35.  J36.  H2-I45;  Nicholson,  Ch.  VIII,  Part 
II,  Chaps.  IV,  V,  VI  ;  Laughlin,  Chaps.  I,  II,  XIII, 
XIV. 

This  question  of  the  standard  is  a  more  vital  one  now 
than  ever  before,  owing  to  the  enormous  expan- 
sion of  industry  in  this  century,  the  development 
of  transportation  and  credit  systems,  and  the  grow- 
ing internationalism  of  trade.  The  great  discov- 
eries of  both  gold  and  silver  since  1848  have  in- 
tensified the  interest.  The  change  by  England 
to  a  gold  monometallic  standard  in  1816,  and  the 
French  adherence  to  a  bimetallic  policy  since  1803 
(at  the  ratio  I  to  15^2),  have  been  already  noted. 
It  remains  to  state  the  issue  between  the  single 
and  the  double  standard  theories. 

The  Silver  Question  in  the  United  States. 

This,  so  far  as  it  is  a  scientific  and  not  a  political  ques- 
tion, is  one  phase  of  the  bimetallic  controversy. 
"  Free  silver  coinage"  in  the  United  States  means 
bimetallism,  and  bimetallism  in  its  most  difficult 
form.  Under  the  present  silver  law  we  have  a  gold 
standard,  using  silver  only  as  an  accessory  to  gold. 
"  Bimetallic  money  is  money  formed  by  opening 
gold  and  silver  both  to  free  coinage,  and  making 
each  an  unlimited  legal  tender  at  a  certain  perma- 
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Institutes,  §  77.)  We,  therefore,  merge  this 
question  in  the  larger  one  of 

Bimetallism. 

The  advantages  claimed  for  the  bimetallic  scheme  are : 
(i)  Greater  stability  in  the  standard  of  value.  The 
two  metals  held  together  at  a  fixed  ratio  will  re- 
spond far  less  violently,  than  would  either  alone, 
to  any  forces  making  for  a  change  in  value.  (2) 
A  more  adequate  and  convenient  supply  of  money. 
Gold  alone  is  not  enough  to  furnish  the  basis  of 
the  world's  exchanges.  (3)  A  par-of-exchange  be- 
tween gold  countries  and  silver  countries.  Nearly 
two-thirds  of  the  world's  population  are  silver 
monometallists,  one-sixth  are  gold  monometallists. 
Trade  is  much  obstructed  by  the  uncertainty  of 
foreign  exchanges  where  the  value  of  gold  in  silver 
is  fluctuating. 

The  monometallists,  as  a  rule,  do  not  deny  these  ad- 
vantages. They  attack  the  practicability  of  the 
scheme.  They  urge :  (i)  That  a  fixed  ratio  can- 
not be  maintained  by  law.  The  two  metals,  having 
different  sources  of  demand  and  supply,  will  fluctu- 
ate in  value  along  differing  lines.  Their  relative 
value  is  a  result  of  natural,  not  legal,  causes.  (2) 
That,  as  a  consequence,  a  nation  will  practically 
have  only  one  standard  at  a  time,  and  that  stand- 
ard the  cheaper  metal,  while  the  undervalued  metal, 
obeying  Gresham's  law,  will  go  to  other  countries. 
(3)  That  gold  is  preferred  in  wealthier  nations,  and  is 
less  unstable  in  value  than  silver,  and  furnishes  an 
ample  basis  for  the  credit  system  of  the  chief  com- 
mercial nations.  (4)  That  the  two  metals,  so  far 
as  they  could  be  held  together,  would  feel  the  shock 
of  any  tendency  in  either  metal  to  change  in  value, 
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and  the  value  of  the  money  standard  would  thus 
fluctuate  more  often. 

National  Bimetallism. 

Complete  bimetallism  as  the  policy  of  a  single  nation 
has  been  virtually  abandoned.  The  experience  of 
France  shows  how  far  the  action  of  a  single  nation 
can  go  to  hold  the  metals  near  a  fixed  ratio,  in 
spite  of  a  vast  increase  of  one  metal  in  quantity. 
For  seventy  years  (1803-1874)  the  mint  of  France, 
coining  alike  gold  and  silver  freely  at  the  ratio  of 
I  to  IS/4,  held  them  near  that  ratio.  The  gold 
discoveries  of  1848  and  1851,  flooding  the  world 
with  gold,  only  caused  a  slight  premium  on  silver; 
b6th  metals  falling  in  value  together.  So  long  as 
France  maintained  free  coinage  of  both  metals, 
the  ratio  could  not  greatly  vary. 

This  success  was  largely  due  to  the  equilibrium  of  de1- 
mand  for  gold  and  silver  between  the  nations. 
Germany,  having  a  silver  standard,  wanted  silver ; 
England,  having  a  gold  standard,  wanted  gold. 
When,  from  1871,  Germany  and  other  European 
States  and  the  United  States  demonetized  silver, 
thus  causing  a  sudden  fall  in  demand  for  silver 
and  rise  in  demand  for  gold,  France  suspended 
silver  coinage.  This  was  followed  by  a  fall  in  the 
value  of  silver,  which  in  a  few  years  reached  about 
twenty-five  per  cent. 

This  experience  seems  to  show  that  the  value  of  a 
commodity,  existing  in  quantity  vastly  greater  than 
the  annual  production,  responds  much  more  readily 
to  changes  in  demand  than  in  supply.  It  furnishes 
the  bimetallist  with  an  argument,  since  law  is  more 
potent  in  acting  on  the  demand  for  gold  and  silver 
than  on  supply.  The  experience  of  France,  how- 
ever, does  not  prove  bimetallism  practicable  for 
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one  nation.  With  both  England  and  Germany 
against  her,  France  failed  even  in  alliance  with  the 
other  states  of  the  Latin  ifnion. 

International  Bimetallism. 

The  bimetallists  take  refuge  in  another  plan, — inter- 
national agreement  between  the  chief  commercial 
nations  to  carry  out  a  bimetallic  policy.  The 
International  Monetary  Conference  of  1 878  was  an 
attempt  towards  such  an  agreement,  as  was  also 
that  of  1881.  The  argument  is,  that  while  one 
nation  cannot  successfully  open  its  mints  to  the 
free  coinage  of  both  metals  as  legal  tender  money 
at  a  constant  ratio  without  being  flooded  with  the 
cheaper  metal,  yet  the  plan  is  perfectly  practicable 
if  attempted  by  a  sort  of  international  gold  and 
silver  trust  formed  by  the  governments  of  the 
principal  commercial  nations.  Such  a  combina- 
tion would  monopolize  the  supply  of  the  precious 
metals  and  control  the  demand.  Gresham's  law, 
it  is  claimed,  could  not  operate,  for  the  dearer  metal 
would  have  nowhere  to  go,  and  the  lack  of  demand 
would  bring  its  value  down  again. 

If  such  a  combination  could  be  maintained  and  could 
practically  monopolize  the  supply  of  gold  and 
silver,  it  would  seem  that  a  ratio  fixed  by  law 
could  be  maintained  within  given  limits.  Without 
such  an  agreement,  no  nation  is  powerful  enough 
to  maintain  the  policy. 

The  demand  of  India  and  the  East  generally  would 
have  to  be  reckoned  with,  as  well  as  the  demand 
for  consumption  in  the  arts. 

Political  Aspects  of  Bimetallism. 

(i)  It  is  argued  by  some  bimetallists  that  England's 
policy  has  been  dictated  by  her  position  as  a  great 
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creditor  nation,  unwilling  as  such  to  favor  any 
increase  in  the  world's  supply  of  money,  lest  the 
value  of  her  debts  should  be  cut  down.  It  is  also 
argued  that  England  favors  monometallism  because 
monometallism  means  cheap  silver,  and  cheap  sil- 
ver makes  a  profitable  export  to  India  in  payment 
for  Indian  goods.  Whatever  her  motive,  England 
clings  to  her  policy. 

(2)  Many  writers   on  this  question   who  theoretically 

favor  bimetallism  argue  that  an  international 
agreement  is  practically  impossible,  and  that  hence 
bimetallism  must  be  given  up. 

(3)  In  the  United   States,  the   silver-mining   industry 

creates  a  sentiment  in  favor  of  restoring  silver  to 
its  former  equality  with  gold.  The  United  States  as 
a  nation  have  championed  the  plan  of  international 
bimetallism,  and  a  strong  party  in  the  United 
States  advocates  national  bimetallism  as  a  policy 
for  this  country.  Witness  the  "  Free  Coinage" 
agitation  in  the  present  Congress. 


LECTURE   XII. 
MONETARY  PANICS. 

References.— Jevons,  Chaps.  XXIII,  XXIV;  Walker, 
Chaps.  V,  XI  ;  Andrews,  Part  III,  gg  88-90 ;  Dunbar, 
Chaps.  VI,  X;  Bagehot,  Chaps.  II-VII ;  Willson,  Cur- 
rency, Chaps.  XXVIII-XXXI;  Wells,  Recent  Eco- 
nomic Changes,  Chaps.  I-IV;  Patterson,  Science  of 
Finance,  Chaps.  X,  XI,  XII. 

The  Money  Market. 

A  market  is  the  meeting  of  demand  and  supply.  In 
the  money  market  the  article  dealt  in  is  money \  in 
the  generic  sense,  including  money  and  all  forms 


6; 

of  credit.  It  was  the  establishment  of  a  money 
market  for  the  sale  and  purchase  of  coined  money 
that  led  to  the  use  of  credit  money  and  credit. 

(1)  The  money  market  arises  from  the  necessity  of  bor- 

rowing capital  under  a  system  of  specialized  indus- 
try. Producers  who  are  not  capitalists  must  borrow. 

(2)  Money   and   credit   being    the    universal    transfer 

medium,  the  loan  of  capital  is  in  form  a  sale  or 
barter  of  money  and  credit. 

(3)  Banks  are  the  great  operators  in  the  money  market. 

(4)  Centralization  in  the  banking  system  widens   the 

money  market.  The  farmer  in  Iowa  practically 
buys  credit  in  New  York. 

(5)  Since  credit  rests  on  the  basis  of  money, — i.e.,  cash, 

— it  is  properly  called  the  money  market,  although 
in  practice  mainly  a  credit  market. 

(6)  Legal   tender  money  being  the  only  commodity 

which  will,  without  special  agreement,  pay  debts, 
if  credit  is  destroyed,  the  whole  money  demand 
falls  upon  money  and  enhances  its  value. 

(7)  The  permanent  rate  of  interest  is  fixed  by  the  de- 

mand and  supply  of  capital ;  but  there  is  a  fluctu- 
ating and  temporary  rate  fixed  in  the  money 
market  and  affected  by  the  demand  and  supply  of 
money. 

Credit  and  Panic. 

Credit  and  panic  are  logical  opposites.  A  panic  is  a 
wide-spread  loss  of  credit.  The  development  of 
credit  enables  the  business  of  a  country  to  be 
carried  on  with  far  less  specie  than  could  be  the 
case  without  credit.  In  the  industrial  world  most 
debtors  are  also  creditors.  The  banks  are  at  once 
debtors  and  creditors.  The  whole  business  of 
transfer  of  capital  or  other  goods  from  hand  to 
hand  depends  on  the  confidence  of  each  debtor 
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that  he  can  meet  his  debts  promptly.  For  this 
end,  the  debts  owing  to  him  must  be  met  promptly. 
The  whole  system  is  like  a  complicated  chain,  each 
link  interlocked  with  many  others.  If  one  link 
breaks,  it  may  weaken  others,  and  they  may  snap, 
and  still  others,  until  the  whole  chain  parts.  So 
long  as  everybody  believes  that  he  can  get  cash — 
legal  tender  money — to  pay  his  obligations  if  it  is 
demanded,  an  enormous  expansion  of  credit  can  be 
built  up  on  a  small  cash  reserve.  If,  however,  this 
confidence  is  broken,  and  there  is  a  general  rush 
for  the  cash  reserve,  the  whole  credit  system  must 
collapse  unless  the  panic  is  stopped. 

Causes  of  Monetary  Panics. 

Panics  are  a  psychological  phenomena:  difficult  to 
trace  the  causes.  Panics  are  the  reaction  after 
excessive  hope,  after  speculative  enterprise. 

(1)  Speculative  expansion  of  certain  industries;  over- 

production in  these  industries ;  prices  fall  below 
cost;  merchants  handling  the  goods  unable  to  pay 
producers;  producers  unable  to  pay  advances  of 
banks  ;  failure  of  banks,  general  alarm,  panic. 

(2)  Excessive  extension  of  credit ;  raising  prices  ;  pro- 

moting speculative  enterprise;  reacting  again  to 
extend  credit  still  further,  until  the  bubble  bursts. 

(3)  Sudden  changes  in  demand  for  certain  goods  might 

lead  to  undue  production,  or  stop  production  of 
such  goods,  and  thus  precipitate  an  industrial 
crisis  leading  to  a  monetary  panic. 

(4)  A  severe  contraction   of  the  currency  is   another 

assignable  cause,  making  money  too  scarce  in  the 
money  market. 

(5)  The  theory  has  been  maintained,  notably  by  Jevons 

(Investigations,  etc.  Essays  vi.,  vii.,  viii.),  that 
industrial  crises,  often  precipitating  panics  in  the 
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money  market,  occur  in  regular  periods  of  about 
ten  and  one-half  years,  corresponding  to  the  sun- 
spot  cycle.  The  theory  is  that  the  variations  in 
the  sun,  causing  fluctuating  harvests,  affect  the 
whole  industrial  world. 

(6)  Inflation  of  the  currency  likewise   an   assignable 

cause. 

(7)  Evidently  a  connection  between   banking   system 

and  panics.  Banking  is  the  organization  of  pro- 
ductive credit.  Great  panics  do  not  occur  where 
productive  credit  is  not  developed.  England  and 
the  United  States  have  chosen  both  the  risks  and 
the  advantages  of  credit. 

"The  Problem  of  Managing  a  Panic." 

A  panic  being  a  frantic  demand  for  money  and  credit 
in  presence  of  an  inadequate  supply,  the  remedy 
is  either  to  diminish  the  demand  or  augment  the 
supply.  It  being  a  sort  of  mental  disorder,  it  is 
often  remedied  by  a  species  of  mind-cure. 

The  Bank  of  England  has  both  a  preventive  and  a 
remedial  course  of  action,  (i)  Speculative  or  ex- 
cessive borrowing  is  checked  by  a  rise  in  the  rate 
of  discount.  (2)  If  this  is  ineffective,  the  require- 
ment of  coin  or  bullion  deposits  with  the  Issue 
Department  in  exchange  for  notes  is  "  suspended," 
and  notes  are  issued  to  the  Banking  Department 
in  return  for  securities.  The  effect  of  this  is  that 
the  Bank  has  notes,  which  are  legal  tender,  and 
can  thus  continue  its  loans  to  those  seeking  credit, 
or  increase  its  reserve.  The  "  mind  cure"  was  so 
effective  in  the  panic  of  1857,  ^at  tne  knowledge 
that  the  Bank  had  added  ^"2,000,000  to  its  reserve 
quieted  the  panic,  although  the  day  before  the  re- 
serve was  only  about  half  a  million,  with  thirteen 
millions  liability  for  deposits. 


The  New  York  banks  have  a  practice  of  combining 
their  reserves  so  as'  to  stand  or  fall  together. 

The  United  States  Treasury  has  several  times  relieved 
the  money  market  by  a  purchase  of  government 
bonds,  thus  liberating  a  quantity  of  money  locked 
up  in  the  National  Treasury.  The  increase  of 
money  or  loans  at  the  point  of  greatest  demand 
until  confidence  is  restored  is  the  remedy. 

The  problem  of  preventing  industrial  crises  is  another 
and  a  more  difficult  problem.  It  lies  at  the  root 
of  specialized  or  capitalistic  production.  The 
world-wide  separation  of  producer  and  consumer 
makes  the  easy  and  harmonious  meeting  of  demand 
and  supply  well-nigh  impossible,  even  with  the 
facilities  of  railroad  and  telegraph.  The  organiza- 
tion of  the  industrial  forces  is  so  intricate  that  any 
disturbance  in  one  part  may  derange  the  whole. 
A  plentiful  harvest  of  wheat  in  India  may,  by 
affecting  the  price  of  American  wheat,  prostrate 
industry  in  the  United  States. 

Industrial  crises  and  panics  in  the  money  market,  while 
interacting  upon  each  other  and  seemingly  stand- 
ing in  the  relation  of  cause  or  effect  to  each  other, 
are  both  the  results  of  deeper  causes. 


PUBLICATIONS  OF  THE  AMERICAN  SOCIETY  FOR  THI 
EXTENSION   OF   UNIVERSITY  TEACHING. 


Any  of  the  following  publications  will  be  sent  post-free  upon  receipt  of  the  price.  They  may  1 
rdereu  by  the  numbers. 

Any  five  of  the  ten-cent  pamphlets,  together  with  three  syllabi  and  three  copies  of  the  Journi 
ivine  a  fairly  complete  idea  of  the  whole  movement,  will  be  sent  post-free  upon  receipt  of  $1. 


ivimr  ;i  fairly  complete 

1.  Proceedings  of  the  First  National  Conference, 

containing  in  full  all    the   addresses   and 
reports,  f I'  50 

2.  University     Extension— Past,    Present,    and 

I'ntim-.    Hy  n.  J.  MACKINDBR  ami  M.    K. 
Secretary  to  the  Oxford  Delegacy. 

(pp.  144  i 60 

-,.  Eighteen  Years  of  University  Extension.  By 
Dr.  R.  I).  ROBERTS,  Secretary  of  the  London 
Society,  (pp.  136  ) 4° 

4.  An  Address  before  the  American  Society,     liy 

R     C,.     MOULTON,    Cambridge    University 
Intension  Lecturer,    (pp.  19.) 10 

5.  Lecturer's  Notes  on  the  Working  of  Univer- 

>Hy  Extension.    By  R.  G.  MOULTON.    (pp.  8.)      10 

6.  The  "University  Extension  Movement  in  Eng- 

l::nd  (1885).     By  R    G.  MOULTON.     (pp.  61.)...       20 
7    University  Extension  :  Its  Definition,  History, 
System    of    Teaching,    and    Organization. 

(pp.  M 10 

B.  What  Should  be  the  Position  of  University  Ex- 
tension? By  SIDNEY  T.  SKIDMORE.  (pp  12.)      10 
9.  University  Extension  as  seen  by  a  Lecturer. 

By  C.  HANFORD  HENDERSON,    (pp.  15.) 10 


10.  Report  on  the  Movement  in  England.  By 
GEORGE  HENDERSON,  General  Secretary  of 
the  American  Society,  (pp.  31.) $° 

n.  University  Extension  as  viewed  by  prominent 
American  Educators,  (pp.  44.) 

12.  The  Development  of  the  University  Extension 
Idea.  By  MICHAEL  E.  SADLER,  Secretary 
Oxford  Delegacy! 

13  The  University  Extension  Lecturer.  By  DR. 
E.  J  JAMES,  President  of  the  American 
Societyf 

14.  The  Function  and  Organization  of  a  Local 

Centre.    By  MICHAEL  E.  SADLER! 

15.  The  Y.  M.  C.  A.  and  University  Extension. 

By  MR.  WALTER  C.  DOUGLASS,  General  Sec- 
retary of  the  Philadelphia  Y.  M.  C.  A.f 

16.  The  Church  and  University  Extension.    By 

the  RKV.  DR.  J.  S.  MACINTOSH! 

17.  University  Extension  and  the  Public  School 

System.    By  PRESIDENT  JAMES  MACALIS- 
TEH,  of  the  Drexel  Institute! 

18.  The  Class  in  University  Extension.     By  MR. 

EDWARD  T.  DEVINE,  Staff  Lecturer  of  the 
American  Society! 


t  Ready  March  2oth. 

The  following  is  a  list  of  the  syllabi  thus  far  published  by  the  American  Society.  They  are 
.rranged  for  six  lectures,  except  those  marked  thus  *,  which  are  generally  for  longer  courses.  Th 
nay  be  had  post-free  upon  receipt  of  the  price,  and  may  be  ordered  by  the  numbers.  Any  twelve 
he  ten-cent  ones  will  be  sent  post-free  on  receipt  of  $i. 

o.i.  Chemistry $o  10    j    A.  No.  16.  Poets  of  America $o 

"      "  17.  Dynamical  Geology.     Parti 

Part  II 

"     "  18.  Economic  Condition  of  the  People  of 
the  United  States,  between  1789  and 

1816 

"     "  19.  American  Literature 

"  20.  English  Literature  in  the  Nineteenth 

Centurv 

"      "  21.  Structural  Botany.     (With  an  outline 

course  of  study.) 

"     "  22.  The  Brook  Farm  Community 

"      "  23.  Electricity 

"      "  24.  Prose  Fiction  in  America 

"     "  25.  The  Strength  of  Materials.   (Illustrated) 
"      "  26.  Political  Economy.    (With  an  outline  of 

reading.) 

"      "27.  American    History— Administration  of 

Government 

"      "  28.  Robert  Browning 

"      "  29.  Studies  in  English  Poetry  of  the  Nine- 
teenth Century .'. 

••  30.  The  Modern  View  of  Energy 

••      "31.  English  Poets  of  the  Revolution  Age.... 
"      "  T,2.  A.  Bird's-eye  View  of  European  History, 
from  the  Battle  of  Marathon  to  the 

Fall  of  the  Eastern  Empire 

"      "  33.  Literature  of  the  Age  of  Queen  Anne... 

"     "  34.  History  and  Theory  of  Money 

"      "  35-  Plant  Forms  and  Plant  Functions 

"     "  36.  The  Renaissance— historically  consid- 
crccl.....«««»  •••••*••••••••*•«• • ••••.»•.• 

B.  Socialism— Past,   Present,  and  Future.    (With 

an  outline  of  course  of  study.) 

C.  The  Change  in  Political  Economy.    (With  an 

outline  of  course  of  study.) 

UNIVERSITY  EXTENSION.  A  monthly  Journal 
published  by  the  Society,  contains  each 
month  articles  of  special  interest  to  all 


2.  Astronomy - 10 

4.  Milton's  Poetic  Art 10 

5.  Story  of  Faust 10 

6.  Electricity* 10 

7.  Shakespeare's  Tempest  with  Companion 

Studies 10 

8.  Psycholoi?y 10 

9.  Stories  as  a  Mode  of  Thinking 10 

10.  Euripides  for  English  Audiences 

12.  Four  Studies  in  Shakespeare* 

14.  Civil  Development  of  the  United  States 

15.  Animal  Life.    Considered  as  a  Part  of  Uni 

versal  Energy 10 

16.  Modern  Essayists 10 

17.  Mathematics  with  Application  to  Mechan- 

ics*   10 

19.  American  Literature 10 

20.  Algebra* 15 

21.  Botany;  Structural 10 

22.  Geology  and  Paleontology.    Parti.*   (Illus- 

trated.)   20 

No.  i.  Political  History  of  Europe  since  1815. 

Part  I.     1815-1848 10 

Part  II.    1848-1881 10 

"    2.  Constitution  of  the  United  States 10 

••    3.  English  Literature — Chaucer  to  Tenny- 
son   10 

"    4.  Epochs  in  American  History.    1620-1892  10 

"    5.  Europe  Finds  America 10 

"    6.  Civil  Development  of  the  United  States.  10 

"    7.  Mathematics  as  Applied  to  Mechanics*  20 

"    8.  Representative  American  Authors 10 

'•    g.  Earlier  Plays  of  Shakespeare 10 

"  10.  English  Literature— Chaucer  to  Tenny- 
son   10 

"  n.  Political  Economy 10 

"   12.  Modern  Novelists 10 

••  t;,.  Central  Europe  in  the  Nineteenth  Ceu- 


Typical  English  Poets"...'.'.'..". 
Modern  Industrial  History.. 


Extension  students.     Club 
Centres  on  application 


rates  to  Local 


All  orders  should  be  sent  to  George  Henderson,   General  Secretai 
Fifteenth  and  Chestnut  Streets,  Philadelphia. 


READER'S  REFERENCE  LIBRARY 

Ten  volumes     Crown  8vo.    Half  morocco,  gilt  top, 
in  box,  $26.00. 


Each  volume  sold  separately,  as  follows  : 

BREWER'S  HISTORIC  NOTE-BOOK.  A  Dictionary  of  Historic  Terms  and 
Phrases.  Crown  8vo.  Half  morocco,  $3.50. 

THE  WRITER'S  HAND-BOOK.  A  Guide  to  the  Art  of  Composition  and 
Style.  $2.50. 

BREWER'S  READER'S  HAND-BOOK  OF  FACTS,  CHARACTERS,  PLOTS, 

etc.    $3.50. 

BREWER'S  DICTIONARY  OF  PHRASE  AND  FABLE.  Giving  the  Origin, 
Source,  and  Derivation  of  Twenty  Thousand  Common  Phrases.  $2.50. 

BREWER'S  DICTIONARY  OF  MIRACLES.  Imitative,  Realistic,  and  Dog- 
matic. $2.50. 

EDWARDS'S  WORDS,  FACTS,  AND  PHRASES.  A  Dictionary  of  Curious, 
Quaint,  and  Out-of-the-Way  Matters.  $2.50. 

WORCESTER'S  COMPREHENSIVE  DICTIONARY.  Revised,  Enlarged,  and 
Profusely  Illustrated.  $2.50. 

ROGET'S  THESAURUS.  A  Treasury  of  English  Words.  Classified  and  Ar- 
ranged so  as  to  facilitate  the  expression  of  Ideas  and  assist  in  Literary  Compo- 
sition. $2.50. 

ANCIENT  AND  MODERN  FAMILIAR  QUOTATIONS.  From  Greek,  Latin, 
and  Modern  Languages.  $2.50. 

SOULE'S  ENGLISH  SYNpNYMES.  A  Dictionary  of  Synonymes  and  Synony- 
mous or  Parallel  Expressions.  $2.50. 


***  For  sale  by  all  Booksellers,  or  will  be  sent  free  of  expense,  on  receipt  of  price,  by 
J.    B.    LIPPINCOTT   COMPANY,    Publishers, 

715  AND  717  MARKET  STREET,  PHILADELPHIA. 


EXERCISES. 

A  class  will  be  held  at  the  end  of  the  lecture,  during 
which  further  information  will  be  given  on  points  not  fully 
treated  in  the  lecture,  or  on  which  a  recapitulation  is  desired 
by  students  for  greater  clearness. 

Exercises  for  each  week  will  be  given  at  the  end  of  the 
lecture.  Persons  attending  the  lecture  are  invited  to  send 
written  answers  to  any  two  of  the  questions  given.  The 
papers  should  be  mailed  to  SIDNEY  SHERWOOD,  University 
of  Pennsylvania,  and  should  arrive  at  least  forty-eight  hours 
before  the  next  lecture.  On  the  papers  should  be  placed 
some  signature,  the  name  of  the  centre,  and  the  date  when 
the  papers  are  to  be  returned. 

Students  are  cordially  invited  to  add  to  these  exercises 
any  questions,  or  to  suggest  any  topics  relevant  to  the  sub- 
ject which  seem  to  them  to  require  more  detailed  explana- 
tion. The  papers  will  be  returned  with  comments  at  the 
class,  when  the  topics  will  be  discussed  in  a  conversational 
manner  by  lecturer  and  students.  All  persons  attending 
the  lecture  are  invited  to  attend  the  class,  whether  they 
have  sent  in  exercises  or  not. 


Copyrighted,  1892,  by  SIDNEY  SHBKWOOO. 


PATRONS. 


J.  SIMPSON  AFRICA, 
RICHARD  L.  AUSTIN, 
HARTMAN  BAKER, 
CHARLES  II.  BANES, 
GEORGE  W.  BLABON, 
JOHN  CADWALADER, 
SETH  CALDWELL,  JR., 
JOSEPH  L.  CAVEN, 
RICHARD  W.  CLAY, 
B.  B.  COMEGYS, 
RICHARD  Y.  COOK, 
JOHN  K.  CUMING, 
CONRAD  B.  DAY, 
HENRY  M.  DECHERT, 
EUGENE  DELANO, 
B.  F.  DENNISSON, 
JOHN  DICKEY, 
JAMES  B.  DOYLE, 
A.  J.  DREXEL, 
GEORGE  H.  EARLE,  JR., 
J.  LIVINGSTON  ERRINGEI&, 
DAVID  FAUST, 
JOHN  J.  FOULKROD, 
FREDERICK  FRALEY, 
JOHN  GARDINER, 
JOHN  B.  GEST, 
WILLIAM  F.  HARRITY, 


FRANK  K.  HIPPLE, 
P.  C.  HOLLIS, 
HENRY  M.  HOYT,  JR., 
JOHN  HUGGARD, 
PEMBERTON  S.  HUTCHINSON, 
WILLIAM  H.  KERN, 
J.  KISTERBOCK,  JR., 
THEODORE  KITCHEN, 
EDWARD  C.  KNIGHT, 
EDWIN  A.  LANDELL, 
H.  M.  LUTZ, 
JONATHAN  MAY, 
GEORGE  D.  MCCREARY, 
MORTON  MCMICHAEL, 
JOHN  H.  MICHENER, 
BENJAMIN  MILLER, 
JOHN  W.  MOFFLY, 
EFFINGHAM  B.  MORRIS, 
JOSEPH  P.  MUMFORD, 
JACOB  NAYLOR, 
EDWARD  M.  NEEDLES, 
WILLIAM  R.  NICHOLSON, 
CHARLES  W.  OTTO, 
S.  DAVIS  PAGE, 
HENRY  N.  PAUL, 
GEORGE  PHILLER, 
WILLIAM  H.  RHAWN, 


JOSEPH  R.  RHOADS, 
JACOB  E.  RIDGWAY, 
CHARLES  R.  ROGERS, 
WILLIAM  B.  ROGERS, 
JOHN  ROMMEL,  JR., 
BENJAMIN  ROWLAND, 
DAVID  SCULL, 
SAMUEL  S.  SHARP, 
ISAAC  A.  SHEPPARD, 
SAMUEL  R.  SHIPLEY, 
WILLIAM  M.  SINGERLY, 
WILLIAM  P.  SMITH,  JR., 
W.  FREDERICK  SNYDER, 
WILLIAM  STEELE, 
HENRY  C.  STROUP, 
J.  WESLEY  SUPPLEE, 
CHARLES  M.  SWAIN, 
GEORGE  C.  THOMAS, 
SIDNEY  F.  TYLER, 
EDWARD  T.  TYSON, 
WILLIAM  VERNER, 
Louis  WAGNER, 
Louis  R.  WALTERS, 
JAMES  V.  WATSON, 
JOHN  H.  WATT, 
JOSEPH  WHARTON, 
HARRY  F.  WEST. 
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